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THE CITY OF SEATTLE o ti-
DIRECTOR’S {ULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE: " R A
RULE 5-00%

Seattie Rule 5-000 Rules Adopted.

Pursuant to the Seattle Municipal Codz (SMC) Section 5.55.165, the Director of the . _partment of
Finance, acting cii behalf of the City of Seattle, hereby adopts the following Business Tax Rules to
implement Title 5 of the Seattie Municipal Code. These rules are designed to educate, infcii, and assist
taxpayers in complating applications, filing tax returns, determining the amount of tax due. and meeting all
other taxpayer requirements established under Title 5 of the Seattle Municipal Code. In the event of a
conflict between a ruie adopted herein, and an ordinance of the City of Seaitle, the ordinance prevails.

Effective: May 15, 2007.
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THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RuLE 5-000

DIRECTOR'S CERTIFICATION

I Dwight D. Dively, Director of the Department of Finance of ihe City of Seattle, do hereby certify under
penalty of perjury of law, that the within and foregoing is 2 true and correct copy as adopted by the City of

Seattle, Department of Finance.

DATED this 4% day of May, 2007.

CITY OF SEATTLE,
a Washington municipality

.

Dwight D Dively, Director—
Department of Finance
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STATE OF WASHINGTON - KING COUNTY

--88.

209880 No. MAKING HEARING

CITY OF SEATTLE:REVENUE &
Affidavit of Pubiicatien

The undersigned, on oath states that he is an authorized representative of The Daily Journal of
Cemmerce, a daily newspaper, which newspaper is 2 legal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language continucusly as a daily newspaper in Seatile, King County, Washingten, and it is now
and during all of said time was printed in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12" day of June, 1941, approved as a legal

newspaper by the Superior Court of Flirg County.

published in regular issues of The Daily Journal of

The notice in the exact form annexed, was
scribers during the below stated period. The annexed

Commerce, which was regularly distributed to its sub
notice, a

CT:NOTICE PROPOSED RULE
was published cn

04/11/07

The amount of the fee charged for the foregoing publication is the sum of $ 139.50, which amount
has been paid in full.
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S te of Washington, King Co. ity

City of Seattle

NOTICE OF PROPOSED RULE
: MAKING HEARING

AND OPPORTUNITY TG ZOMMENT

Tha Director of Finance, acting under the
autharity of Seattle Municipal Cod> Chapters .
2.03 an . Rrapoees to adapt new rules for -
implem ng'the Seattle Business License
Tax Ordinance (Seattle Municipal Code,
Chapter 5.45). Please note that aithough
these rules are applicable to SMC 5.45, the
individual rules may also apply to cther chap-
ters of the City’s Tax Code, including, bt .
not firited co, SMC 5.30 (Definitions), SMC ~
5.32 (Revenue Code), SMC 5.35 (Commereial
Parking Tax), SMC 5.37 (Emplovee. Hours
Tax). SMC 5.40 (Admissions Tax). SMC
5.4% (Business Tax - Utilities), SMC. 5.52
{Gambling Tax), and SMC 5.55 (Genersl
Administrative Provisicns).. The followirg
rules are praposed for adoption and will
become effective ds of May 15, 2007

" Seattle Rule 5-000 Rulek adopted.”

Seattle Rule’ 57'0025 Business  licer
. requirements. ERARTEEE e

Seattle Rule 5007 Penalties. i
Seattle  Rule '-5.008 'Rev:u(dkeeﬁingr

requirements. - S N
Seattle Rule: ations on’tas

assessments;:.. - iU st e o
Seatsle Rule 5-033 When tax liabili

arises. ‘- K
Ceattle Rule 5-034 Finance charges, ¢ar- -

rying charges, interest, and penalties.. ; 3

- “Seattle Rule 5-037 Accounting methads.

Seattle Rule' 3:038 Employees ﬁisiin- :

guished from persons engaging in business.
Seattle Rule 5.042 Successcr liability.
Seattle Rule 5-044 Value of products.
Seattle Rulé 5-064 Credit losses, bad .

debts, recoveries. - L
Seattle Rule 5.065 Teaxes, deductible and

nondeductible. aro L ERailiias z

Seattle - Rule 5-067 Accommodation -
sales. R R

Seattle Rule 5-068 Peol purchasea,
Seattle. Rute- 5-125..Casual-or i
sales. ; ; R R R
* Seattle Rule 5-275 Installing, cléa T
~———————— repairing or otherwise altering or impioving
persenal property of congumer: -
Seattle Rule 5:276 Constructing”and
reﬂairing‘ of new.or existing buildings or
other structures upon ;qs! property,

ul’ ed

"Seattle Rule 5:500 Qoxﬁpﬁ(er"s;l:ware.

Seattle Rule 5501 Computer hardware.
Seattle Rule 5-502 Taxation of informa:’
tion services and computer related servic
Seattle Rufe 5-804 Stuffing busi
staffing services. - R
“Seattle Rule 5:921 Exemptions, deduic-
tions and credits available under the emplay-
ee hours tax. - Lo

PUBLIC HEARING AND COMMENT:
The Department of Exccutive Administration
has scheduled a public hearing on the pro-
posed rule changes {or 1:00 p.cn. to 3:00 p.m.,
on Manday, April 30, 2007. The hearing will
be held in a conference rooni an the 40th floor
of the Seattle Municipal Tower, Suite 4696,
located at 700 Fifth Avenue. Ali interested
persons are invited to present data. views,
or arguments, with regard to the proposed
rules, orally at the hearing, orin writing at
or before the hearing. j :

Written cnmmefus ‘should be mailed or
deliverad to:

Department . of Executive
Administration Attn.: Mel McDonald,
Deputy Director Revenue and Consumer
Aﬂ!:lirs 700 Fifth Averue ~ Suite 4250
P.0. Box 34214 Seattle, Washington
98124-4214

The public may inspect copies of the pro-
posed rules at the Revenué and Consumer
Affairs offices, 700 Fifth Avenue, Suite 4250.
If you would like a copy of :he proposed rules,
please call (206) 233-0071, FAX (206) 684-
5170. email: rca.bizlictx@seattle.gov, or sub-
mit a written request to the address sbove,

Dwight b. Dively, Director,
Department of Finance
Date of publication in the Seattle Daily
Journal of Commerce, April 11. 2007.
4/11(205880)
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THE CITY OF SEATTLE

DIRECTOR’S RULE ~
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE B
RULE 5-002
Seattle Rule 5-002 Business License Requirements. \: i NPT
(1) Persons re:quired to vbtain a business license. Every person, whether located inside or

outside the: City of Seattle engaged i any business activity in the City shall apply for and obtain a

business iicense, unless exempt from licensing and tax requirements pursuant to SMC 5.45.090

and SMC 5.45.080, or the activity falls within the safe harbor provisions provided under SMC

5.30.030 B 4 in which certain de minimus husiness activities are allowed without having to obtain

a business license or pay business license taxes. (See Seattle Rule 5-043 Engaging in

business.)

(a) Smail business license. Persons engaged in business in Seattle, with worldwide gross
income of Twenty Thousand ($20,000) or less, shall pay a ficense fee of $45.

(b) Standard Business license. All other businesses, other than small businesses as defined
in subsection (a) above shall pay a license fee of $90.

{c) Proration of license fees. The license fee for businesses beginning on or after Juiy 1% of
any license year wili be prorated at fifty percent (50%) of the license fee in (a) or (b)
above.

{2) License Application and Renewal.

(a) Application. A person shall apply to the Director of the Department of Executive
Administration on a form provided by the Department. The license fee as provided in
section 1 above chall accompany the application.

{b) Display of business license. The iicensee shali post the business license conspicuously
at all times in the place of business for which it is issued.

(c) Change in location. If the licensee changes the place of business, the licensee shall
return the business license to the Director and a new license shall be issued free of
charge for the new place cf business.

(d) Lost or damaged license. If any business license is lost or destroyed a new license will
be issued free of charge upon the taxpayer's request

(e) License renewal. Business licenses are valid until December 31* of each calendar year
and must be renewed on or before the date of the expiration of such license. Any
licensee who fails to renew the license on or prior to the expiration date shall be subject
to penalities for norcompliance as set forth under Section 5 of this rule.

(3) Multiple locations — branch licenses. A separate business license is required for each location

at which business is transacted with the public. A separate license fee, as required by SMC
5.55.030 B, shall accompany each application for a branch license. A branch license is required
for branch locations outside of the city of Seattle if that branch engages in business activity within
the city of Seattle.

Tax reporting — multiple locations. A licensee shall report all tax liabiiity on a single busiress
license tax return. A taxpayer desiring to file a separate tax return covering a branch location, or
a specific construction contract, may request from the Director a separate tax reporting form for
each location; however, pursuant to SMC 5.55.040 D, any and all thresholds for determining tax
fiability will be based upon business activities of the entire entity, including all business locations.
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THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-002

(4) Penaities for noncompliai.ce. Failure to timely obtain or renew a business license and pay the

applicable fee may resultin a suspension or revocation of the business license, civil penalties
and/or a criminal citation being issued.

(2) Failure to renew licensa by the due date. SMC 5.55.030 E imposes monetary penalties
for failure to renew a license by the due date as follows:

(i) Ten Dollars ($10.00) if not received on or before the last date of the month
following the due date; or

‘BDULON,

(ii) Twenty Dollars ($20.00) if not received on or before the last day of the second
month following the due date.

(b) Failure to obtain a business license. In addition to the penaities imposed by subsection 4
(a), any person who fails to obtain a business license prior to engaging in any taxable

business activity is guilty of a gross misdemeanor punishable in accordance with Title
12A of the Seattie Municipal Code.

(c) Suspension or revocation of license, The Director may suspend or revoke a business
license pursuant to SMC 5.55.230 (Suspension or Revucation of Business License). See
Rule 5-003 for procedures pertairiing to business license suspension or revocation. Any
person, including an officer of a corporation, convicted of continuing to engage in
business after the revocation of a license shall be guilty of a gross misdemeanor and
punishable by a fine not to exceed Five Thousand Dollars ($5,000), or imprisonment not

to exceed one (1) year, or by both fine and imprisonment in accordance with Title 12A of
the Seattle Municipal Code.

{5) Taxpayer Accounts. An account is opened for each business licensee. Once an account is
opened, it shall be presumed that taxpayer ‘s engaged in business in Seattie until the taxpayer

closes the account. As iong as a taxpayer's account remains open, the taxpayer is required to
file tax returns and to renew its business license.
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(a) To Cicse an Account. A taxpayer may close its account either by filing a tax return
clearly and conspicuously marked “final return,” or by submitting a request in writing to
the Director tc close the account.

(b) Yo Reaciivate an Account. A person resuming business in Seattle may request that its
account be reactivated. A perscn who has not engaged in business in the City of Seattle
for at least twelve consecutive (12) months may reactivate a closed account without a
penalty for late payment if payment of the license fee accompanies the application for
reinstatement. (A person reactivating a license within 12 months of closing its account
may be liable for delinquent license fees and penalties for late payment.)

(6) Use of another person’s business license prohihited. No person to whom a business license
has been issued pursuant to SMC 5.55.030 shall suffer or allow any other person for whom a
separate license is required to operate under or display his or her license; nor shall such other
person operate under or display such license.

3 i
Effective: May 15, 2007. ) : : ;
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THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RuLE 5-002

DIRECTOR'S CERTIFICATION

I Dwight D. Dively, Director of the Departrnent of Finance of the City of Seattle, do hereby certify under
penalty of perjury of law, that the within and foregoing is a true and correct copy as adopted by the City of
Seattle, Department of Finance.

DATED this {41 day of May, 2007.

CITY OF SEATTLE,
a Washington municipali

.

By:

Dwight D™Dively, Directcr
Department of Finance
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STATE OF WASHINGTON - KING COUNTY

--SS.

209880 No. MAKING HEARING

CITY OF SEATTLE:REVENUE &
Affidavit of Publication

The undersigned, on oath states that he is an authorized representative of The Daily Journal of
Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, pubiished in
the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during all of said time was printed in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12 day of June, 1941, approved as a legal

newspaper by the Superior Court of King County.

The notice in the exact form annexed, was published :n regular issues of The Daily Journal of
Commerce, which was regularly distributed to its subscribers during the below stated period. The annexed

notice, a
CT:NOTICE PROPOSED RULE
was published on

04/11/07

The amount of the fee charged for the foregoiny publication is the sum of $ 139.50, which armount

-

has been paid in full. !, . '
ST, //}\/ \ 2
[s ?a’ 7 YA
R AN
Qe ".; Subscribed and sworn mﬁa&re me on
S
Z 04/11/07 > /A’ :

3*5 i/v \\ aN

‘-‘)_. g
74 ‘“?ﬁté;:, \\\\Q Notary pﬁ“i(.: for tue State f WagKington, Z
e F}‘%lf': s résiding jn Seattlz

;’, 8 a
Affidavit of Biblichiing:

A
‘.“./
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S. teof Washington, King Co
- ———_ City of Seattle

NOTICE OF PROFPOSED RULE
MAKING HEARING

H AND OPPORTUNITY TO COMMENT

The Direccor of Finance. acting under the
authority of Sesttle Municipa!l Code Chapters :
3.02 and 5.55. preposes te adopt new rules for
implementing the Seattle Business License
Tax Ordix {Sesttle Municipal Code,
Chaprer 5.45). Plesse note that a'though
these-rules are applicuble to SMC 5.43, the
individual rules may also apr.v to other chap-
ters of the City’s Tax Code, including, but
nat limited to, SMC 3.30 (Definitions), SMC '
5.32 (Revenue Cade). SMC 5.35 (Commercial 1
Parking Tax),- SMC 5.37 (Employee Hours
Tax). SMC 5.40 (Admissions Tax), SMC
5.48 (Business Tax - Utilities); SMC 5.52
(Gambling T=x), and SMC 5.55 {(Geaeral
Administrative Frovisions). The following . .
rules are proposed for adoption and will .
become effr .ive as of May 13, 2067: E

" Seattle Rule 5-000 Rules aaqp(ed. - ‘

Seattle Rule 5-002° Business license ,
requirements. : T

Seattle Rule 5-007 Penaltiss. *
Seattle  Rule '5v0d$ . Recp}dkegpi_ng‘

requirements. A o :
Seattle Rule 5-009 Limitations on tax
asgessments,: . T oA
| _Seattie Rule 5-033 When' tax liability _ -
arises. ‘ B Ll

Seattle Rule 5034 Finance charges, car-
§ rying charges, interest, and penalties. : - *

* - Seattle Rule 5-037 Accounting methods.
i Seatle Rule 5:039° Employees ‘listin-
ished from gaging in busi -

Seattlk Rule 5042 Succesior liability. -
Seattie Rule 5-044 Vaiue of brcﬁpcni

Seattle Rule 3-065 Credit losses, bad
debts, recoveries. - -

Seattle Rule 5-065 Taxes, Fleduciih}e and

|
i nondeductible. " ¢ y

= H Seattle Rule 5-067 Accommdc .on
| sales. T B o, -

Sealllé Rule £-068 Pool purchases. -,

Seattle. Rule 5-125 Casual or isolased :
sales,. — - - e b i~ 3
i r Seattle Rule 5275 Iastziling, cled
{ s repairing or otherwise akering or improving °
- I property of cons 3 : B

Seattle Rule 5-27¢ C_onstfuc n
,reﬂmxing of new or existing buildings or
other structuces upon ljeal property.

"Seattle Rule 5-300 Cox;npliler’saflw;are.
Seattle Rule 5-501 Computer hardware, 7 - '

Seattle Rule 5-562 Taxation of informa-
tion services and computer related services. :

Seattle Rule 5-804 Staffing businesses, ¥
staffing rvices. - o B :
- ‘Sestue Rule 5-921 Exemptions, deduc-
tions and credits available under the employ-
ee hours tax,

PUBLIC HEARING AND COMMENT:

The Department of Executive Administration

: has scheduled a public hearing on the pro.

H - posed rule changes for 1:00 p.m. to 3:00 p.m.,

i on Moanday, Aprii 30, 2007. The hearing will

; be held in a conference room on the 40th floor

- H of the Seattle Municipal Tower, Suit2 4096,

=0 located at 700 Fifth Avenue. All interested

H persons are invited to present data. views, :

or arguments, with regard to the proposed

rules, orally at the hearing, or in writing at
or befors the hearing. - H

Written comments_should be mailed or
delivered to: .

Department of Executive -
Administratinn Attn.: Me! McDanald,
Deputy Director Revenue and Consumer
Affairs 709 Fiftk Aveave — Suite 4250
P.O. Box 34214 Scattie, Washington
38124-4214 )

The puslic may inspect copies of the pro-
posed rules at the Reévenue and Consamcr
Affairs offices, 700 ¥ifth Avenue, Suite 4250, . *
It you would like & copy of the proposed rules,
please call (266) 233-0071, FPA)JJ(ZOG) 634-
5170. email: rca.bizlictx@seattle.gov, or sub-
mit a written request to the address abave.

Dwight D. Dively, Director,
Department of Finance L.

Date of publication in the Seattle Daily -

Journal of Commerce, April 11. 20C7.

4/11(209880)




DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE ch e ey
RULE 5-007 S o
lr\i"“f': !‘ -7 ::
Seattle Rule 5-007 Penalties. Lol A i

()

THE CITY OF SEATTLE S

Penaities. Various penalties apply as a result of the failure to correctly or accurately
compute and report the proper tax liability, or to timely pay the tax. More than one
penaity may apply and some penalties may be cumulative. Pursuant o RCW 35.102 the
Director must impose the same penalty provisions as thoce contained in RCW 82.32.090.
SMC 5.55.110 codifies the varicus penalty provisions contained in RCW 82.32.090 #as
listed in the table below, : i

The penalty lypes and rates addressed in this subsection are:

See subsections
of this rule listed
Penalty Type ~ Description Penaity Rate below.

Late payment of a return - Five percent

added when payment is not received by the

due date, and increases if the tax due

remains unpaid. 5/18125% (1Xa)

Uniegistered taxpay::+ - Five percent

added against unpaid izx when the Director

discovers a taxpayei wiho has taxab'-.

activity but is not registered. 5% (1)(b)

Substantially Underpaid Deficiency

Assessment - Five percent added when: (i)

a notice of underpayment or tax assessment

is issued by the Director (ii) the taxpayer has

paid less than eighty percent; and (jii) the

amount of underpayment is at least One

Thousand Doliars. This penalty also

increases if the tax due remains unpaid. 5/15/25% (1))

Issuance of a Notice of Viclation or

Criminal Complaint - Ten oercerit added

wher a notize of violation or criminal

complaint is issued to collect unpaid tax. 10% (i)(d)

Disregard of specific written instructions

- Ten percent added when the Direclor has

provided specific, written reporting

instructions and tax is underpaid because ’
the instructions are not followed. 10% (1)(e)

Evasion - Fifty percent added when tax is
underpaid and there is an intentional effort to 50% (1)
hide that fact.
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THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORBINANCE
RuLe 5-007

Nonassessable and assessable penalties. Nonassessable penalties are penalties that
the law imposes automatically when the facts giving rise to them occur. There is neG right
to cuntest the imposition of a nonassessable penalty. By contrast, assessable penalties
muci be assessed by the Director within the statute of limitations for assessments and
taxpayers have the right to contest the assessment in the same manner as any other
assessment, such as taxes. Penalties in 1 (a) through (d) are nonassessable penalties.
Penalties in 1 (g) and {f) are 2ssessable penalties.

(a Late payment of a return. SMC 5.55.110 A imposes a five percent penaily if the
tax due on a taxpayer's return is not paid by the due date. A fifteen percent
penalty is impcsed if the tax due is not paid on or before the last day of the
month followirg the due date, and a twenty-five percent penalty is imposed if the
tax due is still aot paid on or before the last day of the second month following
the due date. The minimum penaliy for late payment is five dollars.

Various sets of circumstances can affect how the late payment of a return
penalty is applied. Sze (a)(i) and (ii) of this subsection for = ;> of the most
common circumstances.

{i) Will I avoid the penally if I file my return without the payment? The
Director may refuse to accept any return which is not accompanied by
payment of the tax shown to be due on the return. If the return is not
accepted, the taxpayer is consiered to have fai'ed or refused to file the
return. Failure to file the return cair esult in the issuance of a nofice of
uncerpayment (NOU) o7 an assessn.ent for the actual, or an estimated,
amount of unpaid tax. Any NOU or assessment issued will include a lale
payment penalty starting at five percent, which will increase the longer
tax remains unpaid. if the tax return is accepted without payment and
payment is noi made by the due date, the late payment of return pencity
will apply.

(i) I didn't license my business with the Director when | started it, and now |
think | was supposed to be paying taxes! What should | do? You should
filt out and send in a business license application to get your business
licensed. Itis important for you to license before the department
identifies you as an unlicensed taxpayer and contacts you about your
business activities. Except as noted below, if a person engages in
taxable activities white unlicensed, but then licenses prior to being
contacted by the depaitment, the license is considered voluntary. When
a person veluntarily licenses, the late payment of return penalty does not
apply to those specific tax-reporting periods representing the time during
which the person was unlicensed.

(A) However, even if the person has voluntarily iicensed as
explained above, ths iate peynient of return penalty will apply if
the person:

(1) Engagsd in evasion or misrepresentation with respect to
reporling tax liabilities or other tax requirements; or

2

et & memml e

S——




(b)

(c)

(d)

(e)

o~ £y

THE CIiTY OF SEATTLE

DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-007
(2) Engaged in taxable business activities during a period of

time in which the person’s previously open tax reporting
account had beer cinsed.

(B) Even though circumstances, such as those listed in (5)(a)(iii)(A)
above, may warrarit retention of the late payment of return
penalty, a person who has voluntarily licensed will not be subject
to the unlicensed taxpayer penalty (see subsection (b) below).

Unlicensed taxpayer. SMC 5.55.110 D imposes a five percent penalty on the tax
due for any period of time where a person engages in a taxable activity and does
r:ot voluntarily license prior to being cn:! -»ted by the Director. "Voluntarily
license” means to properly complete anc :.ubmit a business license application
before any contact from the City of Scatti-; with respect to licensing or paying
taxes.

Substantially underpaid deficiency assess: ri=nt. SMC 5.55.110 B adds a five
percent deficiency penalty to an assessment if the Director determines that any
tax has been “substantially underpaid,” as defined befow.

As used in this section, "substantially underpaid" means that the taxpayer has
paid less than eighty percent of the amount of tax determined by the Director to
be due for all taxes contained in SMC chapters 5.35, 5.37, 5.40, 5.45, 5.48, and
5.52, included in, and for the entire period of time covered by, the Director's
examination, and the amount of underpayment is at least one thousand doliars.

If payment of the tax amount due and the five percent deficiency penalty due is
noi received by the due date specified in the notice, or any extension thereof, the
deficiency penalty shall be increased to fifteen percent of the amount of the tax
owing; and if payment of the tax amount due and the fifteen percent deficiency
penalty due is not received on cr before the thirtieth day following the due date
specified in the notice of tax due, or any extension thereof, the penalty shali be
increased to twenty-five percent of the amount of the tax due. No penalty so
added shall be less than five doilars.

Issuance of a notice of violation or criminal complaint. If the Director issues a
notice of violation or criminal complaint pursuant to SMC 5.55.110 C for the
collection of any fee, tax, iricrease, or penaity, an additional penaity will
immediately be added in the amount of ten percent of the amount of the tax due,
but not less than ten doliars.

Disregard of specific written instructions. If the Director finds that all or any part
of a deficiency resuited from the disregard of specific written instructions as to
reporting of tax liabilities, an additionai penalty of ten percent of the additional tax
found due will be imposed because of the failure to foliow the instiuctions
pursuant to SMC 5.55.110 E.

i A taxpayer is considared to have received specific written instructions
when the Director has inferimed the taxpayer in writing of its tax
obligations and specifically advised the taxpayer that failure to act in
accordance with those instructions may result in the imposition of this
penalty. The specific written instructions may be given as a part of a
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THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-007

NOU, tax assessment, audit, determination, or closing agreement. The
penalty applies when a taxpayer does not follow ihe specific written
instructions, resulting in underpayment of the tax due. The penaity may
be applied only against the taxpayer given the specific written
instructions. However, the taxpayer will not be considered to have
disregarded the instructions if the taxpayer has appealed the subject
matter of the instructions and the Director has not issued its final
instructions or degision.

(i) The penalty will not be applied if the taxpayer has made a good faith
effort to coimply with specific written instructions.

(f) Evasion. if the Director finds that all or any part of the deficiency resulted from
an intent to evade the tax due, a penalty of fifty percent of the additional tax
determined Ly the Director to be due will be added. The evasion penaity is
imposed when a taxpayer knows a tax liability is due but attempts to escape
detection or payment of the tax liability through deceit, fraud, or other intentional
wrongdoing. An intent to evade does not exist wheie a deficiency is the result of
an honest mistake, miscommurication, or the lack of knowledge regarding proper
accounting methods. The Director has the burden of showing the existence of an
intent to evade a tax liability through clear, cogent and convincing evidence. The
evasion penaity only applies io the specific taxes that a taxpayer intended to
evade. To the extent that the evasion involved only specific taxes, the evasion
penalty will be added cnly to those taxes. The evasion penaity will ot be applied
to those taxes which were inadvertently underpaid.

(23 Statutory restricions on imposing penalties. Depending on the circumstances, the
law may impose more than one type of penality on the same tax liability. However, those
penalties are subject to the following restrictions:

(a) The penalties imposed for the late payment of a return, unlicensed taxpayer,
substantial underpayment assessment, and issuance of a notice of violation or
criminal complaint (see subsection (1)(a) through (d) of this rule) may be applied
against the same tax concurrently, each unaffectad by the others, up to their
combined maximum rates. Application of one or any combination of these
penalties dces not prohibit or restrict full application of other penalties authorized
by law, even when they are applied against the same tax.

(b) The Director may impose either the evasion penalty (subsection (1)(f) of this rule)
or the penatty for disregarding specific written instructions (subsection (1 Xe) of
this rule), but may not impose both penalties on the same tax.

Effective: May 15, 2007

Supersedes rule adopted July 15, 2005.
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THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
’ RuLE 5-007
DIRECTOR’'S CERTIFICATION

| Dwight D. Dively, Director of the Depariment of Finance of the City of Seattle, do hereby certify
under penalty of perjury of law, that the within and foregoing is a truc and correct copy as
adopted by the City of Seattle, Depariment of Finance.

DATED this 14 _day of May, 2007.

CITY OF SEATILE,
a Washington municipality

By:

Dwight D. Dively, Director-
Department of Finance
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STATE OF WASHINGTON - KING COUNTY

~-8§.

209880 No. MAKING HEARING

CITY OF SEATTLE:REVENUE &
Affidavit of Publication

The undersigned, on cath states ti-ot he is an authorized representative of The Daily Journal of
Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and kas been for more than six months prior to the date of publication hereinafter referred tc, published in
the English language continuously as a daily newspaper in Seattle, King County, Washingfon, and it is now
and during all of said time was printed in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12% day of June, 1941, approved as a legal
newspaper by the Superior Court of King County.

The notice in the exact form annexed, was published in regular issues of The Daily Journal of
Commerce, which was regularly distributed to its subscribers during the below stated period. The annexed

netice, a
CT:NOTICE PROPOSED RULE
was published on

04/11/07

The amourt of the fee charged for the foregoing publication is the sum of $ 139.50, which amount
has been paid in £iii. .
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St...e of Washington, King Cou.
City of Seattle —

NOTICE OF PROPOSED RULE
MAKING HEARING. . .

AND OPPORTUNITY TO COMMENT

The Director of Finance, acting unadr the
autharity of Sesttle Municipal Code Chapters :
3.02 and 5.533, proposes to adopt new rules fur -
implementing the Seattle Business License
Tax Ordinance (Seattle Municipa) Code,
Chaprer 5.45). Please note that although
these rules are applicable to SMC 5.45. the
individual rules may also appiy to ather chap-
ters of the City's Tax Code, including, but
nat limited to, SMC 5.50 {Definitions), SMC
5.32 (Revenue Cade), SMC 5.35 {Commercial
Parking Tax), SMC 5.37 (Employee Hours
Tax), SMC 5.40 (Admissions Tax),  SMC
8.48 (Business Tax - Utilities),"SMC '5.32
(Gambling Tax), and SMC 5.55 (General
Administrative Provisions). The foliawing
rules are proposed for adgption and will
become effective as of May 15, 2007: °

" Seattle Rule E-OOD_huAles édapted.

Seattle Rule' 5.002 Business license .
requiremen's. : .

Seattle Rule 5.007 Pen'gliﬁg‘s. . i
Seattle  Rule. 5-008 . Recordkeeping
requir_ements. - : . 3 :
Seattle Rule 5-009 Limita an's
assessments. - R e
Seattle Rule 5-033 When tax_liability
arises. P - B B

Seattle Rule 5-034‘P;inance charges, c:
rying charges, interest; and penalties.

Seattle Rule 5-037 Accoviting methads.

‘Seattle Rule 5-039 Employees distin-
guished from persons engaging in business.

* Seattle Rule 5-042 Suéceésor’l‘;a ikty. - !
Se.’;nleerh'le 5-044 Value of gro@uclé. .
Seattle: Rule 5-

debts, recoverier,

Seattle Rule 5-065 Ta'xeé, deduc@{i; Va'l;cl,'

] Credit 'los;lers.' bad

_nondeductible.- - . :
Seattle - Rule ' 5-067 Accommodation

sales

Seattle Rule 5-068 Poal purchases. -, Lo
Seattle: Rule 5-125 Casual.or jsolated
sales,... - - S B :

* Seattlc Rule 3-275 Installing, Elédnitig,
~————————==—= repairitig or other'vise altering or improvi=g
personal property or'consum_e(s.\ g )

S.enttl'e Rule’ 5:276 _Constructing and
‘repairing of new or existing buildings or
other structures upen real property.

Seattle Rule 5-300 Coﬁapdte’r‘séﬂwure.

Seattle Rule 5-501 Computer hardware:

Seattle Rule 5-502 Taxation of informa-
tion services and computer related secvices, -

Seattle Rule 5-804 Staffing businesses,
staffing services. B L

Seattle Rule 5-921 Exerptions, ‘deduc-
tiens and credits available under the employ-
ee hours tax, o

PUBLIC HEARING AND COMMENT:
The Department of Executive Administraticn
has scheduled a public hearing on the pro-
posed rule changes for 1:00 p.m. to 3:00 p.m.,
on Monday, April 30, 2007. The hearing wil!
be ield in & conference roam on the 40th floar
of the Seattle Municipal Tower, Suite 4096,
located at 700 Fifth Avenue. All interested
persons are invited to present data, views,
or arguments, with regard ¢o the proposed
rules, orally #t the hearing, or in writing at
or before the hearing. S

Written comments should be mailed or
delivered to; -

. Department of - Execntive
Administration Attr.: Mel McDonald,
Deputy Director Revenue and Consumer
Affairs 700 Fifth Avenue ~ Suite 4250
P.0. Box 34214 Seattle, Washington
98124-4214 ; g )

The public may inspect copies of tha pro-
posed rules at the Revenue and Consumer
Affairs offices, 70 Fifth Avenue, Suite 4250.
¥fyou wuuld like a copy of the propoced rules,
please call (206) 233-0071, ;AX (206) 684-
5170. email: rca.bizlictx@seattle.gov. or sub-
mit a written request to the address above.

Dwight D, Dively, . Dirsctor,
Department of Finance

Date of publication in the Seattle Daily
Journa! of Commerce, Aprif 11, 2007.
411(09880)
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THE CITY OF SEATTLE -
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE -~ ™

RULE 5-008 C

Seattle Rule 5-008 Recordkeeping requirements. TN *\

(1) Introductior.. This rule defines the requirements for the maintenance and retention of books,
records, and other sources of information. It also addresses these requirements where a!l or a
part of the taxpayer's books and records are received, created, maintained, or generated through
various comiputer, electronic, and/or imaging processes and systems.

(2) Definitions. For purposes of this ruje the following definitions will apply:

(a) “Database management system” means a software system that controls, relates,
retrieves, and provides accessibility to data stored in a database.

(b) “Electronic data interchange” or “EDI technology” means the computer-to-computer
exchange of business transactions in a standardized structured electronic format.

(c) “Hard copy” means any documents, records, reports or other data printed on paper.

(d) - “Machine-sensible record” means a collection of related information in any electronic
format (e.g., database management systems, EDI technology, automated data process
systems, etc.). Machine-sensible records do not include hard-copy records that are
created or recorded on paper or stored in or by an imaging system such as microfilm,
microfiche, or storage-onrly imaging systems.

(e) “Records” means all books, data, documents, reports, or other information, including
those received, created, maintained, or generated through various computer, electronic,
and/or imaging processes and systems.

3] “Storage-only imaging system” means a system of computer hardware and software that
provides for the storage, retention and retrieval of documents originally created on paper.
it does not include any system, or pait of a system, that manipulates or processes any
information or data contained on the document in any manner other than to reproduce
the document in hard copy or as an optical image.

(3) Recordkeeping requirements-General.

(@)

Every taxpayer liable for a tax or fee imposed under Seattle Municipal Code Title 5 must
keep complete and adequate records from which the Director may determine any tax
iiability for such taxpayer.

itis the duty of each taxpayer to prepare and preserve all records in & systematic manner
conforming to accepted accounting methods and procedures. Such records are to be
kept, preserved, and presented upon request of the Director, which demonstrate:

0] The amounts of gross receipts and gross income from all sources, however
derived, including barter or exchange transactions, whether or not such receipts
or income are taxable. These arnounts must be supported by original source
documents or records including but not limited to all purchase invoices, sales
invoices, contracts, and such other records as may be necessary to substantiate
gross receipts and income; and

(i) The amounts of all deductions, exemptions, or credits claimed through
supporting records or documentation required by statute or administrative rule, or
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THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RuLE 5-008

other supporting records or documentation necessary to substantiate the
deduction, exemption, or credit.

(iii) The amounts of any refunds claimed. These amounts shall be supported by
records as may be necessary to substantiate the refunds claimed. Refer to
Seattie Rule 5-012 for information on the refund process.

(c) The records kept, preserved, and presented shall include the normal records maintained
by an ordinary prudent business person. Such records may include general ledgers,
sales journals, cash receipis journals, bank statements, check registers, and purchase
journals, together with all bills, invoices, cash register tapes, and other records or
documents of original entry supporting the books of account entries. The records shall
include all federal and state tax returns and reports and all schedules, work papers,
instructions, and other data used in the preparation of the tax reports or returns. The
records shall also include financial statements and profit and loss statements.

(d) If a taxpayer retains records in both machine-sensible and hard-copy formats, the
taxpayer must make the records available to the Department in machine-sensible format
upon request of the Deparment. However, the taxpayer is not prohibited from
demonstrating tax compliance with traditional hard-copy documents or reprocuctions
thereof, although this does not eliminate the requirement that they provide access to
machine-sensible records, if requested.

(e) Machine-sensible records used to establish tax compliance must contain sufficient
transaction-fevel detail information so that the details underlying the machine-sensible
records can be identified and made available to the Department upon request.

(f) At the time of an examination, the retained records must be capable of being retrieved
and converted to a readahle record fermat, as required in section (7) below.

(g) Taxpayers are not required to construct machine-sensible records other than those
created in the ordinary course of business. A taxpayer who does not create the
electronic equivalent of a traditional paper documeitt in the ordinary course of business is
not required to construct such a record for tax purposes.

Record retention period. SMC 5.55.060 requires that all records must be open for inspection
and exainination at any time by the Director, upon reasonable notice, and must be kept and
preserved for a period of five (5) years. The statute of limitations on assessments of an
unlicensed business is ten (10) years plus the current year. All taxpayers are responsible for
keeping records from which the Director may ascertain the correct amount of tax. For unlicensed
businesses, records will be requested for ten (10) years preceding the current year.

Failure to maintain or disclose records. Any taxpayer who fails to comply with the
requirements of SMC 5.55.060 or this rule is forever barred from questioning, in any court action
or proceedings, the correctness of any assessment of taxes made by the Director based upon
any period for which such books, records, and invoices have not been so kept, preserved, or
disclosed. Where complete and adequate records are not maintained, or when such records are
not provided to the Director, the Director shall make an estiinated assessment based upon the
best information available to the Director.

Where records must be producad. Records must be produced in Seattle unless:

(a)  The taxpayer does not maintain the required records in Seattle;
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THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RuLE 5-008

(b) Permits the examination of ihe records at the place where the records are kept; and

() The taxpayer pays in advance the cost of travel to the location where such records are
kept.
{7 Electronic records.

‘3OLLON

{a) Electronic Data Interchange Requirements. ’ o

(i) Where a tarpayer uses electronic data interchange (EDI) processes and
technology, the level of record detail, in combination with other records related to
the transactions, must be equivalent to that contained in an acceptable paper
record. For example, the retained records should contain such information as
vendor name, invoice date, product description, quaritity purchased, price,
amount of tax, indication of tax status, shipping detail, etc. Codes may be used
to identify some or all of the data elements, provided that the taxpayer provides a
method which allows the Director to interpret the codad information.

(i) The taxpayer may capture the information at any level within the accouniing
system and need not retain the original EDI transaction records provided the
audit trail, authenticity, and integrity of the retained records can be established.
For example, a taxpayer using electronic data interchange technology receives
electronic invoices from its suppliers. The taxpayer decides to retain the invoice
data from completed and verified ED! transactions in its accounis payable
system rather than to retain the EDI transactions themselves. Since neither the
EDI transaction nor the accounts payable system captures information from the
invoice pertaining to product description and verdor name (i.e., they contain unly
codes for that information), the taxpayer must also retain other records, such as
its vendor master file and product code description lists and make them available 4
to the Director. In this example, the taxpayer need not retain its EDI transaction
for tax purposes if the vendor master file contains the required information.
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(b) Electronic Data Processing Systems Requirements. The requirements for an electronic
data processing accounting system should be similar to that of a manual accounting
system, in that an adequately designed accounting syslem should incorporate methods
and records that will satisfy the requirements of this sectior:.

{c) Internal controls.

(i) Upon the request of the Director, the taxpayer must provide a description of the
business process that created the retained secords. Such description must
include the relationship between the records and the tax documents prepared by
the taxpayer and the measures employed to ensure the integrity of the records.

(i) The taxpayer must be capable of demonstrating:

(A) The functions being performea as they relate to the flow of data through
the system;

(B) The internal controls used to ensure accurate and reliable processing;
and
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(<) The internal controls used to pravent unauthorized addition, alteration, or
deletion of retained records.

(iii) The following specific documentation is required for machine-sensible records
retained pursuant to this section:

(A) Record formats or layouts;

(B) Field definitions (including the meaning of all codes used to represent
information);

(C) File descriptions (e.g., data set name); and

{D) Detailed charts of accounts and account descriptions.

(8) Access to machine-sensible records.

(@)

(b)

‘The manner in which the Director is provided access to machine-sensible records may be

satisfied through a variety of means that shall take into account a taxpayer's facis and
circumstances through consultation with the taxpayer.

Such access will be provided in one or more of the following manners:

(i) The taxpayer may arrange to provide the Director with the hardware, software,
and personnel resources to access the machine-sensible records;

(i) The taxpayer may arrange for a third party io provide the hardware, software,
and personnel resources necessary to access the machine-sensible records;

(iii) The taxpayer may convert the mackine-sensible records to a standard record
format specified by the Director, including copies of files, on a magnetic medium
that is agreed to by the Director; andfor

(iv) The taxpayer and the Director may agree on other means of providing access to
the machine-sensible records. ’

() Storage-only imaging systems.

(a)

(b)

For purposes of storage znd retention, taxpayers may convert hard-copy documents
received or produced in the normal course of business and required to be retained under
this section to microfilm, microfiche or other storage-only imaging systems and may
discard the original hard-copy documents, provided the conditions of this section are met.
Documenis which may be stored on these media include, but are not limited to, general
books of account, journals, voucher registers, general and subsidiary ledgers, and

supporting records of details, such as sales invoices, purchase invoices, exemption
certificates, and credit memoranda.

Microfilm, microfiche and oth

er storage-only imaging systems must meet the following
requirements: '

(i) Doc imentation establishing the procedures for converting the hard-copy
docurnents 1o microfiim. microfiche or other storage-only imaging system must be
maintained and made available upon request. Such documentation must, at-a

-4 -
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minimum, contain a sufficient description to allow an original document to be
followed through the conversion system as well as internal procedures
established for inspection and guality assurance;

(i) Frocedures must be established for the effective identification, processing,
- storage, and preservation of the stored documents and for making them available
for a period of five (5) years;

(iii) Upon request by the Director, a taxpayer must provide facilities and equipment
for reading, locating, and reproditcing any documents maintained on microfilm,
microfiche or other storage-only imaging system;

(iv) When displayed on such equipment or reproduced on paper, the documents
must exhibit a high degree of legibility and readability. For this purpose, legibility
is defined as the quality of a letter or numeral that enables the observer to
identify it positively and quickly fo the exclusion of all other letters or numerals.
Readability is defined as the quality of a group of letters or numerais being
recognizable as words or complete numbers;

{iv) All data stored on microfilm, microfiche or other storage-only imaging systems
must be maintained and arranged in 2 manner that permits trie location of any
particular record; and

(v) There must be no substantial evidence that the microfilm, microfiche, or other
storage-only imaging system lacks authenticity or integrity.

(10)  Effect on hard-copy recordkeeping requirements.

(@)

(b)

(c)

(d)

(e

The provisions of this rule do not relieve taxpayers of the responsibility to retain hard- -

copy records that are created or received in the ordinary course of business as required
by existing law and regulations, except as otherwise provided in this section. Hard-copy
records may be retained on a recordkeeping medium as provided in section (9) of this
rule.

If hard-copy reccrds are not produced or receivad in the ordinary course of transacting
business (e.g., when the taxpayer uses electronic data interchange technology), such
hard-copy records need not be created.

Hard-copy records generated at the time of a transaction using a credit or debit card must

_ be retained unless all the details necessary to determine correct tax liability relating to the

transaction are subsequently received and retained by the taxpayer in accordance with
this section.

Computer printouts that are created for validation, control, or other temporary purposes
need not be retained.

Nothing in this section prevents the Director from requesting hard-copy printouts in lieu of
retained machine-sensible records at the time of examination.

Effective: May 15, 2007.
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DIRECTOR'S CERTIFICATION

I Dwight D. Dively, Director of the Departmerit of Finance of the City of Seattie, do hereby certify under
penalty of perjury of law, that the within and foregoing is a true and correct copy as adopted by the City of

Seatile, Department of Finance.

DATED this 4T _ day of May, 2007.

CITY OF SEATTLE,
a Washington municipalit

By:

Dwight D. Dively, Dircte?
Depariment of Finance
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STATE OF WASHINGTON - KING COUNTY

--88.

209830 No. MAKING HEARING
CITY OF SEATTLE:REVENUE &

Affidavit of Publication

The undersigned, on oath states that he is an authorized representative of The Daily Journal of
Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more than six mouths prior to the date of publication hereinafier referred to, published in
* the English langnage continuously as a daily newspaper in Seatile, King County, Washington, and it is now
and durirg all of said time was printed in an office maintained at the aforesaid place of public: :ion of this
newspaper. The Daily Journal of Commerce was on the 12% day of June, 1941, approve. as a legal
newspaper by the Superior Court of King County.

The notice in the exact form annexed, was published in regular issues of The Daily Journal of
Commerce, which was regularly distributed to its subscribers during the below stated period. The annexed
niotice, a

CT:NOTICE PROPOSED RULE
was published on
04/11/07

The amount of the fee charged for the foregoing publication is the sum of $ 139.50, which amount
has been paid in full. :

7

/

Subscribed and swom_m,‘lﬁe#re me on
5

04/11/07 o= ”
(Zaa [ ‘
77 L
Notary pullic for the State bf WasKington,
ng sl 4
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St. e of Washington, King Cou...y
City of Seattle. —

HROTICE OF PROPOSED RULE
MAKING HEARING

AND OPPORTUNITY TO COMMENT

The Director of Finance. acting under the
authoriry of Seattle Municipal Code Chapters :
3.02 and 5.35, proposes to adopt new rules fur -
impl ing the Seattle Busi License .
Tax Ordi (Seattle Munieipsl Code,
Chapter 5.43). Please note that ?alzhough .
thase rules are applicable to SMC 5.15, the
individual rules may also apply to ather chap-
ters of the City’s Tax Code. including, but
not limited to. SMC 5.30 (Definitions), SMC *
§.32 {Revenue Code), SMC 5.36 (Conmercial v
Parking Tax), SMC 5.37 (Emplovee Hours
Tax), SMC.5.40 (Admissions Tax), SMC
5.48 (Busi Tax - Utilities), SMC 5.52
(Gambling Tax), and $M© 5.55 (General
Administrative Pravisions). The _following
rules are proposed for adoption ard will 5
become effective as of May 13, 2007:

" Seattle Rule 5-000 Rules ﬂdOptp{i.

Seattle Rule' 5-002, Business licensc
Trequirements. i L I

Seattle Ruile 5-007 Penalties.

Seattle Rule 5-0081 Recordkeeping
requirements. - - T :

Seattle Rule 5.009 Liritations og; ta
assessments. - e R
_Seattle Rule '5-033 When tax liability
arises. .’ . R ” e A B

_ Seattle Rulé 5-034 Finance charges, car-
rying charges, interest, and peralties. "1~ °

Seattle Role 5-037 Accounting methods.

Ssattle Rule 5.039 Emp]nyee§ distin: 7
guished from persons engaging in business. *

Seat:la Rule 5-042 Successur liability.

Seattle Rule 5.044 Value of products.”

Seattle. Rule 5-0,(’;4 Credit lossee. bad
debts. recoveries.

Seattle Rule 5-055 Taxes. deductible and
nondeduetible, =<7 c oL 0l
Seattle  Rule 5-087° Accommodation
sales, O R AT
Seattle Rule 5-068 Pool purchases. .
Seattle Rule 5125 Casual or isolated
sales.

L

' '~ Seattle Rule 5-275 Installing, slédning,

r————————— repairing or otharwise altering or mpraving

-personal property ul'con'uumerxs.‘ o

Seattle Rul> 5:276 Conatracting snd

regairilig of new or existing buildings or
other structures upon real property. . .

Seattle Rule 5-500 Compuiter softwsre.
Seattle Rule 5-501 Cumputer hardware.

Seattle Rule 5-502 Taxation bfjnfoymm
tion services and ccmputer related services,

. Seattle Rule 5-804 Staffing businesses,
staffing services. :

Seattle Rule 5-921 Exemptions, ‘deduc-
tions an credits evailuble under the employ-
ce hours tax, y y

.. PUBLIC HEARING AND COMMENT:
The epartment of Executive Administration
has scheduled a public Learing on the pro-
posed rule changes fer 1:00 p.m. to 3:00 p.n.,
on Monday, Apzil 30, 2007. The hearing wili

held in a conference roem on the 40th floor
of the Seattle Municipal Tower, Suite 4096,
located at 700 Fifth Avenue, All interested
persors are invited to present data, views,
or arguments, with regard to the prepesed
rules, orally at the hearing, or in writing at
or before the hearing. - .

Written comments should be mailcd or
delivered ta:

Department of Executive
Administrat{on Atti: : Mel McDonald,
Leputy Director Revenue and Consumer
Affsirs 700 Fifth Avenue - Suite 4250
P.O. Box 34214 Seattle, Wachirgton
98124-4214 N

The public may inspect copies of the pro-
posed rules at the Revenue and Consumer
Affairs offices, 700 Fifth Avenue, Suite 4250.
1f you would like a copy of the proposed rules,
pleasn call (206) 233-0071, FAX (208) 681-
5170, email: rea.bizlictx@seattlo gov, or sub-
mit, a written requect to the address above.

Dwight D.  Dively,: -Director,
Department of Finance .

Date of publication in the Seattle Daily
Journa! of Commerce, April 11, 2007.
4/11{209880)




THE CITY OF SEATTLE

DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-009
Seattle Rule 5-009 Limitations on tax assessments. ’b Lo
[ T O NN BN

(1) Introduction. This rule explains the time period that can be covered during an audit or review by
the Director of the taxpayer's records to ascertain whether the taxpayer has been correcily
reporting its business activities. It also explains the circumstances under which the Director may
request that a taxpayer complete a statute of limitations waiver.

(2) Assessment period. The Director shall not assess, or correct an assessment for, additional
taxes, or penalties or interest due more than four (4) years after the close of the calendar year in
which they were incurred, except under the following conditions:

(2) Against a taxpayer who is not currently registered or licensed or has not filed a tax return
as required by SMC chapter 5.55;

(b) Against a person that has committed fraud or misrepresented a material fact;

(c) Against a taxpayer that has executed a written waiver of such limitation, for taxes due
within the period authorized by the waiver; or

(d) Against a taxpayer that has collected and not remitted admissions taxes imposed by
SMC Chapter 5.40 or parking taxes impozed by SMC Chapter 5.35.

{3) Unlicensed taxpayer; Non-filers.

(a) Ten-year limitations period for unlicensed taxpayer. Except in cases of fraud or
misrepresentation, if the Director discovers any unlicensed taxpayer engaged in business
activities in this City, or that a taxpayer has not filed a tax return as required, the Direcior
may assess taxes, fees, interest, and penalties due for a period of ten (10) years plus the
current year in which the person was contacted in writing by the Director. For purposes
of this subsection (3), cuntact accurs on the date that the Director mails correspondence
to the taxpayer to notify the taxpayer of its uniicensed and delinquent status with the
Department.

(b) Voluntary licensing or filing. If a taxpayer voluntarily licenses and files delinquent tax
returns prior to being contacted by the Director, whether for a routine tax audit or
otherwise, the Divector will apply the general limitations period of four {4) years as
described in SMC 5.55.095 for the subsequent assessment against such taxpayer rather
than the ten (10) year look-back period. This will only apply if the taxpayer has made a
good faith attempt to voluntarily report correctly and there is no evidence of fraud,
misrepresentation, or intent to evade tax. It will be presumed that a taxpayer has
voluntarily licensed or filed with the Director if the taxpayer files a business license
application, remits the associated license fees, files a tax return(s), and pays its tax
fiability in the amount of tax shown as due on the return(s), prior to being contacted by
the Director.

(4) Fraud or misrepresentation. The time in which the Director may assess the ta:: ic niot limited if

the taxpayer has committed fraud or misrepresented a material fact. One example of
misrepresenting a material fact is providing documents or schedulas which are intended to
mislead the Director. Any assessment of interest, penalties and taxes will be limited to the
interest, penalties and taxes which were underpaid as a result of the fraud or misrepresentation.
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THE CITY OF SEATTLE

DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-009
St=tute of limitations waiver.
(a) The Director may request that a taxpayer sign a waiver of the statute of limitations to

extend the time in which the Director may assess tax, penalties, or interest in cases
where the delay in timely completing an audit or issuing an assessment is the result of
the action, or inaction, of the taxpayer. Where a taxpayet has extended the period in
which to assess the tax, penalties, or interest, the Director may assess the tax, penaities,
or interest within the period agreed to.

(b) A signed written waiver also extends the time in which a taxpayer may apply for, or the
Director may make, a refund or credit of any taxes, penalties, or interest paid during, or
attributable to, the years covered by the waiver.

Trust funds. Since the admissions tax and parking tax are paid by the consumer and not by
the person required to collect and remit the tax to the City, those taxes are deemed held in trust
by the person required to collect them untif the taxes are remitted to the Director. The person
who collects these taxes has no legal right to retain them. Therefore, no statute of limitations
applies and the Director may collect the tax at any time.

Assessments following conditional refunds or credits. Taxpaycrs may petition for a credit or
refund of overpaid taxes by following the procedures in Seattle Rule 5-012. The Director may
grant such credits or refunds without further immediate verification. If it is later determined that a
refund was granted in error and that there was no fraud/evasion or misrepresentation of a
material fact, the Director may issue an assessment to recover the taxes and interest which were
refunded in error, provided the assessment is issued within four (4) years from the close of the
tax year in which the tax was incurred or within a period covered by a statute of limitations waiver.

Examples. The following examples identify a number of facts and then state a conclusion. These
examples should be used only as a general guide. The tax status of each situation must be
determined after a review of all of the facts and circumstances.

(a) The Director issued its assessment on December 20, 2004, for taxes owed by ABC
Company cuverirg the period January 1, 20C0, through September 30, 2004 (Audit
Period). The ta-ayer subsequently contacted the Director in April 2006 and provided
documentation to support its position that retailing tax had previously been paid for
certain retail sales assessed in the tax years 2001 and 2002.

In the pracess of reviewing this documentation, the Director discovered that the auditor
inadvertently failed to assess wholesaling tax on some overlocked wholesale sales sold

in the year 2001, which would have resulted in a larger tax assessment for that year than
originally assessed in 2C04.

The Director issued a revised assessment on June 15, 2006, covering the Audit Period
which adjusted the retailing tax assessed in error for tax years 2001 and 2002. The
revised assessment did not increase the tax assessment for wholeszling taxes owed in
2001 because the statute of limitations had expired for this tax year. Any petition for

refund must be made within four years of the close of the tax year in which the tax was
paid. ’

(b) The Director contacted XYZ Distributing on September 1, 2006, to schedule a routine
audit of its records. The taxpayer requested that the Director delay the stari of the audit
until December 1, 2006, because its records are maintained on a fiscal year ending
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(c)

(d)

THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX. ORDINANCE
RuULE 5-009

September 30 and the audit would be extremely disruptive to its year end closing if begun
immediately. This delay would not allow the Director suifficient time to complete the
review of the records for 2002 and timely make an assessment for any taxes found to be
due. In this instance, the Director may request the taxpayer to complete a statute of
limitations waiver for the year 2002 in exchange for delaying the start of the audit. The
completion of the waiver by the taxpayer will also hold open the year 2002 for refund or
credit of any taxes found to have been overpaid in this period until such time as an
assessment is issued or the waiver expires.

The Director was auditing ABC Theaters for the period January 1, 2002, through
September 30, 2006. During the process of examining the records, the Director
discovered that ABC had collected admission tax on ticket sales in 1998 which had never
been remitted to the Director. There was no fraud or misrepresentation involved in the
taxpayer's failure to remit the tax. The Director appropiiately expanded the period
covered by the assessment to include the un-remitted admission tax in the year 1998.
Admission tax collected by a seller is deemed to be held in trust until paid to the Diractor
and the statute of limitations dues not apply.

The Department of Executive Administration audit staff was unable to find a license
registration for ARC Company. The audit staff contacted ARC by letter inquiring about its
business activities in Washington and asking ARC for its businoss license number. ARC
had not licerised with the City of Seattle to engage in business activity within Seattle.
Shortly after being contacted by the audit staff, ARC contacted a Customer Service
Representative within the Department of Executive and completed an application for a
business license without disclosing the earlier contact by the audit staff. ARC
subzequently argued that the assessment should be restricted to four years niis the
current year. The Directcr appropriately made the assessment for ten years pius the
current year because the taxpayer was unlicensed at the time of being first contacted by

the City of Seattle.

Effective: May 15, 2007.
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THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RuULE 5-009

DIRECTOR'S CERTIFICATION

1 Dwight D. Dively, Director of the Department of Finance of the City of Seattie, do hereby certify under
penalty of perjury of law, that the within and foregoing is a true and correct copy as adopted by the City of
Seattle, Department of Finance.

DATED this _{4 ¥ day of May, 2007.
CITY OF SEATTLE,
a Washington muriicipality

-~ «.

By:

Dwight D. Dively, Director’
Department of Finance
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STATE OF WASHINGTON - KING COUNTY

--8S.

209880 No. MAKING HEARING
CITY OF SEATTLE:REVENUE &
Affidavit of Publication

The undersigned, on oath states that he is an authorized representative of The Daily Journal of
Comumerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language cortinucusly as a daily newspaper in Seattle, King County, Washingion, and it is now
and during all of said time was printed in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Journal of Comimerce was on the 12% day of June, 1941, approved as a legal
newspaper by the Superior Court of King County.

The notice in the exact form annexed, was published in regular issues of The Daily Journal of
Commerce, which was regularly distributed to its subscribers during the below stated period. The anneed

notice, a
CT:NOTICE PROPOSED RULE
was published on

04/11/07

The amount of the fee charged for the foregoing publication is the sum of $ 139.50, which amount

has been paid in full. » .
e R L 7T .
. \.\\\\ P Ity & .
W A. ), e

= .x"\-‘é-"‘f:. .
Subscribed and sw?tg_llé.zyre me on
04/11/07 71 / (

/l/ \‘\ k

5,565 :
ME b Notary pulilic for the State f WagHington, Z
A P TS régiding i} Seatt
',(k% oo

e QF %
Affidavit of Publicg
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St. 2 of Washington, King Cou.
City of Seattle ———

NOTICE OF PROPOSED RULE
. MAKING HEARING

AND OPPORTUNITY TO COMMENT

The Director of Finance. acting under the
authority of Seattle Municipal Code Chapters -
3.02and 5.55, propoces fo edopt new. rules fur -
implementing the Seattle Business License
Tax Ordinance (Seattle Municipal Code,
Chapter 5.45). Please hote that although
these ralesare applicable ta SMC 5.45, the
individual rules may also aj ply to other chap-
ters of the City's Tax Code, including, but
nst limited to; SMC 5.30 (Definitions). SMC *
5.32 (Revenue Code), SMC 5.35 (Commercial
Parking Taz), SMC 3.37 {Emplovee Hours
Tax), SMC 5.40 (Admissions Tax), SMC
5.48 (Business Tax - Utilities), SMC 5.52
{Gambling Tax), and SMC 5.55 {General
Administrative Provisions). The following
rules are proposed for adoption and will
become effective as of Msy 13, 2007:

" Seattle Ru]e's-auq,i{uleé adopted.

. - Seattle Rulé” 5.002 Business,

requirements. - SR e

" Seattle Rule 5:007 Pennlties, - | )

Seattle Rule..5.008 . Recordkeeping
requiljemenvzs. . :

Seattie' Rule
assessments. "

. Seattle Rule 5-033 When ta
arises. Trennreron

Seattle Rule 5-034 Finance chaigés cF
rying charges, interest; and penalties

Seattle Rule 5-037 Accounting methods.

Seiittle’ Rule 5039 Employess distin- "
guished fromrpersnnrs engoging in bpsiness_. H
o Seattle l’,ule’é;@’-ﬂ'Succerssﬂnrli bility, * .

“ Seattle Rule 5-04 4 \félue‘qurog'

Seattle Rule 5-064 Credit losses. bad
debts, recoveries, < . Lo

Seattle Rule 5.065 Taxe;. deductible and
nondeductible. >~ 7 T T T

009 Limitatio

Seattle Rule 5-067 Accommodation
ales. R I M S T

Seattie Rule 5-068 Pool purchase: ;

Sedttle Rule 5-1£3 Casual ‘or isolated
sales, . B v =

- 7 Seatile Rule 5-275 ILnstalling, tleanisig, :
repairing or otherwise altering or improving
persasial property of consume S
. : :
;  Seattle Rule 5:276 Con: cting -and
xegairing of new or existing .buildings or
ather structures upon r2al property,

*Sedttle Rule 5.500 Cm‘nﬁx’iter'sbf‘tﬁ;are.'
Seath: Rule 5-501 Computer hardware.
Sealtle,Rule 5-502 Taxation qfinforms-

tion services and computer related services,
Seattle Rule 5-804 Staffing busin
staffing services. E
‘Seattle Rule 5.921° Exemptions, ‘deduie-

tions and credits available under the employ-
ee hours tax. 2

PUBLIC HEARING AND COMMENT:
The Department of Executive Administration
has scheduled a public hearing on the pro-
posed rule chenges for 1:00 P to 3:00 p.m.,
an Monday, April 30, 2007. The hearing will
be held in a conference room on the 40th floor
of the Seattle Muricipal Tower, Suite 4096,
located at 700 Fifth Avenue. All interested
persons are invited to present data, views,
or arguments, with regard to the proposed
rules, crally at the hearing, or in writing at
aor before the hearing. . . N

28,

Written commeats should be mailed or
delivered to: )

Department of Executive
Administration Attn.: Mel McDonald,
Deputy Director Revenue and Consumer
Affairs 700 Fifth Avenne - Suite 4250
P.O. Box 34214 Seattle,” Washington
98124-4214 - R

The public may inspect copies of the pro-
posed rules ot the Revenue and Consumer
Affairs offices, 700 Fifth Avenue, Suite 4250,
If you weuld like a copy of the prapoced rules,
pleuse call (206) 233-0071, FFAK {206) 584-
5170, email: rea.bizlictx@seattle.gov. or sub-
mit a written request Lo the address above.

Dwight D. Dively, ' Director,
Department of Finance

Date of publication in the Seattle Daily
dJeurnal of Commerce, April 11, 2007,
4/11(209880)

conse
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Seattle Rule 5-033 When ta- i, hility arises. o~

(1

()

3

4

THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTI G SEATTLE BUSINESS TAX ORDINANCE | .. . -
RULE 5-033 ' B -

7,,;’-1"\

Uty b Nt
Method of reporting. Grow: isroceeds of sales and gross income shall be included in the return
for the period in whit the value proceeds or accrues to the taxpayer. For the purpose of
determining tax liability of persons making sales of tangible personal property or providing
services, a sale takes place when activity is entered into the taxpayer's business records
(invoiced or billed) and the buyer has received the goods or services. With respect to ieases or
rentals of tangible personal property, tax liability arises as of the time the lease or rental
payments fall due (see Seattle Rule 5-536). See also Seattie Rule 5-126 regarding conditional
and instaliment sales.

Accrual basis.

(a) Amounts actually received do not constitute value accruing to the taxpayer in the period
in which received if the value accrues to the taxpayer during another period. it is
immaterial if the act or service for which the consideration accrues is performed or
rendered, in whole or in part, during a period other than the tax return period. The
controlling factor is the time when the taxpayer is entitied to receive, or takes credit for,
the consideration. )

(b) When tax returns are prepared upon the accrual basis, value accrues to a taxpayer at the
time:

(i) The taxpayer becomes legally entitled o receive the consideration; or,

(ii) In accordance with the system of accounting regularly employed, cnters as a
charge against the purchaser, customer, or client the amount of the consideration
agreed upon, whether payable immediately or at a definitely determined future
time.

Cash receipts basis.

(a) See Seattle Rule 5-037 for limitation as to persons who may report on the cash receipts
basis.

(b) When tax returns are prepared upon a cash receipis basis, value proceeds to a taxpayer
at the time the taxpayer actually or constructively receives the payment. It is immateria!
that the contract is peiformed, in whole or in part, during a period other than th= one in
which payment is received.

Special application, contractors. Value accrues for a building or construction contractor who
maintains his or her accounting records on the accrual basis, as of the time the contractor
becomes entitled to compensation under the contract.

(a) If the contract provides that the taxpayer becomes entitled to compensation upon
estimates as the work progresses, value, to the extent of such estimates, accrues as of
the time that each estimate is made and the balance at the time of the completion of the
work or of the final billing.

(b) If the contract provides that the taxpayer becomes entitled to compensation only upon the
completion of the work, value accrues as of the earlier of the completion of the work, or,
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THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-033

any use of the facilities being constructed, or, 60 days after the facility is substantially
complete.

(i) Example: A contractor agrees to build two buildings for a buyer. Under the
terms of the contract, payment is to be made only upon cornpletion of both
buildings. One building is substantially completed and occupied on
April 15, 2005; the other building is substantially completed on May 15, 2005 and
occupied on July 1, 2005. The work on both buildings is completed under the
contract on June 15, 2005. Value accrues for the first building on Aprit 15, 2005,
the date it was used. Value accrues for the remainder of the contract on June
15, 2005, the date the work was completed.

“3OILON

: (ii) Example: A contractor agrees to build a building for a buyer. Under the terms of
. the contract, the buyer is to make payment for the building oniy upon completion
of the buiiding. The buiiding 's completed, except for minor alterations, and
available for planned -xccunancy or- Agust 15, 2005. However, because of a
contract dispute between < buyer ana his tenant for the building, the buyer is
unable to pay the contractor until Feb ary 25, 2006 when the building is finally
occupied. The building is completed under the contract on November 15, 2005.
Valug accrues on the building for business licanse tax purposes on October 14,
2005, 60 days after August 15, 2005, the date the building was substantially
complete.

(5 Warehousemen. In the case of warehousemen, value proceeds or accrues to the taxpayer as
follows:

(a) When the taxpayer is reporting upon the accrual basis, value accrues at the time the
charge for storage is entered into the taxpayer’s books of account in accordance with ihe
terms of the contract between the parties and the regular system of accounting employed
by the taxpayer. Valtie accruss when the charge is entered into the taxpayer’'s books of
account whether the consideraticn for storage is at a fixed rate per unit per month or
other period, or, at a flat charge regardless of the length of time, or, whether payable
periodically or at the time of withdrawal.
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For example, a warehouseman keeping his books on an accrual basis customarily
charges the owner of the goods the full amount of a flat storage charge at the time the
goods are received. Even though the payment is deferred until the goods are withdiawn !
value accrues as of the time the goads are received. However, if the warehouseman :
customarily does not enter such charge until the time of withdraway, value accrues at the
time of withdrawal.

(b) When the taxpayer is reporting upon a cash receipts basis, value proceeds at the time
the payment for storage is received.

Effective: May 15, 2007.
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THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-033
DIRECTOR'S CERTIFICATION

1 Dwight D. Dively, Director of the Department of Finance of the City of &

eattle, do hereby certify under
penalty of perjury of law, that the within and foregoing is a true and correct Gopy as adopted by the City of
Seatile, Department of Finance.

DATED this __lUt# day of May, 2007,

CITY OF SEATTLE,
a Washington municipality

By:

Dwight D>Dively, Direct
Department of Finance
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STATE OF WASHINGTON — KING COUNTY

--88.

209880 No. MAKING HEARING

CITY OF SEATTLE:REVENUE &
Affidavit of Publication

The undersigned, on oath states that he is an authorized representative of The Daily Journal of
Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation ard it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language continuously as a daily newspaper in Seatile, King County, Washington, and it is now
and during all of said time was printed in an office maintaizied at the aforesaid place of publication of this
newspaper. The Daily Journal of Cominerce was on the 12™ day of June, 1941, approved as a legal
newspaper by the Superior Court of King County.

The notice in the exact form annexed, was published in regular issues of The Daily Journal of
vas regularly distcbuted to its subscribers during the below stated period. The annexed

Commerce, which was regu
notice, a
CT:NOTICE PROPOSED RULE

was published on

04/11/07

The amount of the fee charged for the foregoing publication is the sum of § 139.50, which amount
has been paid in full. / y 8 .,
Tyt ] 1) g ] ; A
\\\\: "I”'. / y/\/ J ’4/

T aen A oy,
‘:"\ \Vﬁ'n f:?? 7 yi

%,

& eettay, r
PSS, :
Foey ] 2 \ Subscribed and sworn tohefare me on
T e ._w‘r&ity % ’: — v
T i 1 = >
F { wewe  § E 04/11/07 %fl _ Z ~
z 3 TR\ S (ZEAN ’{ //rl 7
"r,/ f‘ 25‘1353";;:}{:' Notary pubilic for the State Of WasHington, [
O YN U AN régiding in Seatt
. '{Z FHASTW
Affidavit of Publisafiom™
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St. : of Washington, King Cou

NOTICE OF PROPOSED RULE
MAKING HEARING

AND OPPORTUNITY TO COMMENT

The Direcior of Finance, acting under the
authority of Seattle Municips} Code Chapters ¢
3.02 and 5.33, proposas to adopt new rules fur -
implementing the Seaitlc Businese License
Tax Ordinance (Sesttle Municipal Code, .
Chapter 5.45). Please note that although :
these rules sre applicable 1o SMC 5.45. the
individual rules may alse apply to other chap-
ters of the City's Tax Code, including, but
not limited to, SMC 5.30 (Definitians), SMC
5.32 (Revenue Code), SMC 5.35 (Coramercial
Parking Tax), SMC 5.3% {Einployee Hours
Tax), SMC 5.40 (Admissions Tax), SMC
5.48 (Business Tax - Utilities), SMC 5.52
(Gambling Tax), snd SMC 5.55 {Genersl
Administrative Provisicns). The following
rules are proposed for adoption and will
become effective as of May 13, 2007: -

" Seattle Rule’5-000 Rulés adopted.

Seattle Rule’ 5.002 Businzss iicense
requirements, i : o

Seattle Rule 5-007 Penalties, -
Seattle Rule’ 5-003 . _Recordkeeping _

requiljemen‘»s. !
Seattle Rule 5-009 Limitations on tax
assessments. e ke N
Seattle Hule 5-033 When' ta:. liability
arises. EEE EERUEDERE A

Seattle Rule 5-034 Finance ch}arges, cap-"
ying ch interest, and penalti o

Seattle Rule 5-037 Ac-ounting merhods.

Seattle Rule 5-039° Employees distin-
guished from persons engaging in business. -

Seattle Rule 5-042 VSuccgnso!‘ligrbility.v N
Seattle Rule _5:0474 Valil.}eraf products.

Seattle Rule 5-064 Credit losses, bad
debts, recoveries. - .- . o

Seattle Rule 3-065 Taxes, deductible and
nordeductible. - - R

Seattle Rule 5067 Accommodation
sales. oo

Seattle Rule 5-068 Peol purchases. :
Seattle Rule 5.125 Casual or isolated
sales, - . ST

- Seattle Rule 5-275 1 11i; 1

City of Séai;tlef ]

Y

b= —— repairing or otherwise altering or in}pm ing
personal property ofconsum_er/s. : B

Seattie Rule 5:276 Constsucting and
Vreﬁulring of new or existing buildings or
other structures upon real property.

Seastle Rule 5-500 Ccﬁpﬁtéx’s&[tw’are.
Seattle Rule $-501 Computer hardware.

_Seattle Rule 5.502 Taxation of informa-
tion services and computer related services.

Seattle Rule 5-804 Staifing businessés,
staffing services. R

" Seattle Rule 5-921° Exemptions. deduc-
tions and credits available under the eniiploy-
<e heurs tsx. -

PUBLIC HEARING AND COMMENT:
The Department of Exccutive Administration
has scheduled & public hearing ox the pro-
posed rule changes for 1:00 p.m. to 3:00 p.m.,
on Monday, April 30, 2007. The hearing will
Ee held in a conference room on the 40th floor
of the Seattle Municipal Tower, Suite 4096,
located at 700 Fifth Avenue. All interested
versons are invited .0 present data. views,
or arguments, with regard to the proposed
rules, orally at the hezring, or in writing at
or before the hearing. -

Writtzen comments should be mailed or
delivered to:

Department of Executive
Admninistration Attn.: Mé¢l McDonald,
Dc‘pnty Director Rtevenue and Consumer
Affairs 700 Fifth Avenue — Suite 4250
P.O. Box 3421¢ Seatile, Washington
N 98124-4214 E

The public may inspect copies of the pro-
posed rules st the Revenue and Consumer
Affairs offices, 700 Fifth Avenue, Suite 4250.
1f you would like a copy of the roposed rules.
please call (206) 233-0071, FAX (208) 684-
5170, email: rea.bizlictxi@seattle.gov. or sub-
mit a written request to the address above.

Dwight D. Dively, Director,
Depariment of Finance

Date of publication in the Seattle Daiiy
Journal of Comm=-rce, April 11, Z007.
4/11(209850)
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Seattle Ruie 5-034 Finance charges, carrying charges, interest and penaltigs.. - . -

(1)

(2

3

4

(G

THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-034

it s RUEURERTIN
Intraduction. This rule explains the business license and utility taxation of finance charges,
carrying charges, interest and/or penalties received by taxpayers in the regular course of

business.

Business iicense tax. Persons who receive finance charges, carrying charges, service charges,
penalties and interest are taxable under the service and other business activities classification.
Included in this are;

(a) Interest amounts received by persons reguiarly engaged in the husiness of selling real
estate.

(b) Persons engaged in financial business activities. (Refer to Seattie Rule 5-520.)

{c) A penalty or interest charge assessed on a late payment on a lease payment.

() Interest or finance charges received from an installment sale.

Generally, amounts categorized as "interes{” in a lease payment for tangible personal property
are taxable in the retailing classification as part of the total lease payment for purposes of the
business iicense tax. See Seattle Rule 5-536.

Exemptions and deductions. SMC Chapter 5.45 provides an exemption for credit unions,
international barking facilities and amounts derived from the sale of real estate. Deductions are
also permissible pursuant to SMC Chapter 5.45 fc. interest on investments or ioans secured b
mortgages or deeds of trust and interest on obligations of the state, its political subdivisions, and
municipal subdivisions.

Utility Tax. Interest, late fees, non-sufficient fund fees, and other penalties received by persons
receiving gross income from engaging in utility activities per Seattle Municipal Code Chapter 5.48
are taxable under the appropriate classification of the utility tax code. )

Examiples. The following examples identify a number of facts and then state 2 conclusion as to
whether the situation results in taxable interest or finance charges. These examples should be
used only as a general guide. The tax status of each situation must be determined after a review
of all of the facts and circumstances.

(a) ABC Electric Company, who sells eleciricity to consumers, raceives $9,000.00 in late
charges in the month of November. These fees are not taxable under the service and
other business activities classification of the business license tax. Per Section 4 above,
the late fees are taxable under the selling of electricity classification of the utility tax code
pursuant to Chapter 5.48 of the Seattle Municipa! Code.

(b) XYZ Furniture Company sells furniture and allows its customers to pay for the furniture
over a twelve-month period. The seller charges interest at twelve nercent (12%) per
annur: o allowing the customer to defer immediate payment. The interest charged the
customer is a separate activity from the sale of the furniture and is taxable under the
service and other business activities classificaticn.

{c) Jane Doe is leasing a car from ABC Leasing. Inc. The lease contract provides that if the
customer is more than fifieen (15) days iate in making the lease payment, a five nercent

. ooy,
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THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDIMANCE
RULE 5-034

(5%) penalty will be charged. Jane Doe was more than fifteen (15) days late in making
her March payment and was required to pay the five percent (5%) penalty. The penalty
amount received by ABC Leasing is a separate activity from th~ . . -z of the vehicle and
is taxable under the service and other business activities cr.. uication.  Any interest
included in the lease payment for the car is part of the lease payment and subject to the
retailing business license tax.

(d) John Doe sold his personal residence on contract. He receives monthly interest and
principal payments. The interest is received in exchange for the selier's deferring receipt
of immediate payment. The sale of the residence was not related to any other business
activities and John Doe has sold no other real estate. The interest is not taxable under
the business license tax since the transaction was a casual and isolated sale.

“30LLON

(e) Judy Smith is engaged in business as a real estate broker and regularly sells real estate
for others. Judy Smith sold her personal residence on contract. She receives monthly
interest and principal payments. She receives no other interest from real estate
contracts. The sale of Judy's praperty can be distinguished from the sale of real estate
for athers. Since this was a single sale of Judy’s residence, it is a casual and isolated
sale and the interest is not subject to business license tax.

f James Smith sold on contract seventeen of twenty-three apartment complexes which he
owned during a four-year period. He receives payment of principal and interesi every
month from these sales. The only other income he receives is from the rental of
apartment units to non-transients. The income which James Smith receives as interest
from the sale of the real estate is subject to the service business license tax. The rental
of the apartment units is not taxable for the business license tax. The courts have held
that the selling and financing of sales of capital assets by means of reai estate contracts
does not constitute an investment within the meaning of RCW 82.04.4281. James Smith
is engaged in a taxable business activity. A deduction is provided to sellers who are
engaged in banking, loan, security, or other financial businesses if the sale is primarily
secured by a first mortgage or trust deed on non-transient residential property (see
5.45.100 G). However, James Smith is not engaged in these types of business, nor was
the loan secured in this manner. Persons in a financial business should refer to Seattle .
rule 5-520. ' !
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(9) David Roe acquired four pieces of real property over a period of several years. These b
properties have been held for residential rental to non-transients. David Roe sold all of :
the real estate in 1991 and is receiving payments of principal and interest pursuant to
sales contracts. The determination of whether the interest received is subject to the
business license tax depends on all facts and circumstances and cannot be made based
on the limited facts set forth in this example. Additional facts and circumstances would
include, but not be limited to, the extent to which David Roe has purchased and sold real
property in the past, the number of other sales contracts held by David Roe aside from
the ones mentioned here, whether the property may have been acquired by inheritance,
and the type of business in which David Roe reguilarly engages.

Effective: May 15, 2007.
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IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
: RuULE 5-034

DIRECTOR’'S CERT!FICATION

I Dwight D. Dively, Diractor of the Department of Finance of the City of Seattle, do hereby certify under
penalty of perjury of law, that the within and foregoing is a true and correct copy as adopted by th:2 City of

Seattle, Department of Finance.

DATED this YT _day of May, 2007.

CITY OF SEATTLE,
a Washington municipali

By:

Dwight D- Dively, Directar”
Department of Finance
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STATE OF WASHINGTON - KING COUNTY

--$8.

209880 No. MAKING HEARING
CITY OF SEATTLE:REVENUE &

Affidavit of Publication

The undersigned, on oath states that he is an authorized representative of The Daily Journa! of
Commetce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during all rt'said time was printed in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12 day of June, 1941, approved as a legal
newspaper by the Superior Court of King County.

The notice in the exact form annexed, was published in regular issues of The Daily Journal of
Commerce, which was regularly distributed to its subscribers during the below stated period. The annexed
notice, a .
CT:NOTICE PROPOSED RULE
was published on

04/11/07

The amount of the fee charged for the foregoing publication is the sum of $ 139.56, which amount

has been paid in foll. y . .
AR [ 177 % Ny S
.\?‘E‘“ A. 94;‘_’?1,‘, . N

RO el S
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X 4%&-._: ”% Subscribed and sw%l_tq_ﬁe@re me on
o t = g A R
et 04/11/07 /772 { /
ZEAR fa S .
a Q:,s..-;ﬁ?\s /V /
E ’_.{i 7k “’}:.--"a;\‘\s Notary public for the State Af WasHington, [
Nl PSRN regiding in Seatt
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{i? f.ﬁé“\-\\\
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St.._s of Washington, King Cou.. y

City of Seattle

NOTICE OF PROFOSED RULE
MAKING HEARING .

AND OPPORTUNITY TO COMMENT

The Director of Finance. acting under the
authority of Seattle Municipal Cude Chapters :
A.02aud 5.55, Proposes to adopt new rukbes for
impl ing the Seattle Busi License
Tax Ordi {Beattle Muni ipal Code,
Chapter 3.45). Please note that al:houih .
these rules are applicable to SMC 5.45, the
individual rules may alo apply to other chap-
tars of the City's Tax Code. incliding, but
not limited to, SMC 5.30 {Definitions), SMC R
.32 (Revenue Code), SMC 5.35 (Commercial \
Parking Tax), SMC 5.37 {Emplovee Hours
Tax}, SMC 5.40 {Admissions Tax), SMC
5.48 (Businuss Tax - Utilities), SMC 5.52
{Gambling Tax), anc SMC 5.55 (General
Administrative Provisions). The following
rules are proposed for adaption and will
become effective ag of May 13, 2007 . * © -

" Seattle Ru!e'a-ooopulgé 'ado_pted

Seattle Rule” 5.002 B{xsfﬁes; “license

Tequirements. . i 8
Seattle Rule 5-007 Penalties,

Seattle Rule..5-008 ﬂecdrdkeeping
requiremen}s e SR °

“-Seautle Ruie 5.003 Limliatiopg'dn: tax 'v

assessments,

Seattle Rule 5033 When tax liability
darises. -t LI Rl

Seattle Rule 5-024 Finanre cli‘arge‘s“, car-
rying charges, interest; and penalties;.: " -
" Seattle Rule 5-037 Aécounting methods,

Seaitle Rule 5~7039'Employeé:sv distin- 7
guished from persons ongaging in business,

Seatclo Rule 5-042 Sucfessor‘[iabjl t 3
Seattle Rule 5044 Value of produc -
Seattle. Rule 5064 Credit ldé;es, bad -
debts, recaveries, - - L I
Seattle Rule 5.065 Taxes, deduc
nondeduetible. - < ¢ - U

lSeattle Rule - 5-067 " Accommodation
ales. et N >

Ie and

8 R 3
Seattle Rule 5-068 Panl purchases, ;
- -~ Seattle Rule 5-125-Casual or isglated
sales, By e

* Seattle Rule 5.275 Instnlling’._‘cleanmg; :
repairing or otherwise altering or improving
personal property ofcun‘su'n_er.s_.) ) T

Seattle Rule :5227GACons‘t'uc ng ‘and
‘reﬁuiring of néw or existing buildings or
other st!uctqres upon real Property.

“Seattlé Rale 5-500 Coimpater software,

Seattle Rule 5-501 Computer hardware. .
Seattle Rule 5-502 Taxation of informa. -
tion services and cemputer related services.
Seattle Rule 5-804 Staffing businesses,
staffing services. *:..* E EREt
"*Seattle Rule 5-921 Exem tions, deduc-

tions and credits available under the employ-
ee¢ hours tax. R

PUBLIC HEARING AND COMMENT:
The Department of Executive Administration
has scheduled a public hearing on the pro-
posed rule changes for 1:00 p.m. to 3:00 p.m.,
on Monday, April 30, 2007. The hearing will
be held in a conference roori on the 40th floor
of the Seattle Municipal Tower, Suite 40¢€,
located at 700 Fifth Avenve. All interested
persons are invited to present data, views,
or arguments, with regard to the proposed
rules, orally at the hearing, or in writing at
or before the hearing. . . i

Written comments si;ould beé mailed or
delivered to:” "

Department of . Executive
‘Adminiscration Actn.: el McDonald,
Degputy Director Revenue and Consumer
Affairs 700 Fiftk Avenue — Suite 4250
P.O. Box 34214 Seattle, Washington
98124-4214

The public may inspect copies of the pro-
posed tules at the Revenue and Consumer
Affairs offices, 700 Fifih Avenue, Suite 4250,
I£ you would like a copy of the proposad rules,
please call (206) 233-0071, FAX (206) 684-
3179, email: rea bizlictx@seattle.gov, or sub-
mit a written request to the address abave.

Dwight D. Dively, Director,
Department of Finance .
" Date of publication in the Seattle Daily
Juurnal of Commerce, April 11, 2007,
4/11(209880)
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1)

(2)

3

4

THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMEN rING SEATTLE BUSINESS TAX ORDINANCE o e
RULE 5-037 ’ L Tt
Seattie Rule 5-037 Accounting methods. F o Sy

Y. et D

Introductiori. In computing tax fiability under the business license tax, admission tax, or utility
tax, one of the following accounting rnethods must be used. This is true for all businesses,
whether their activity involves the sale of tangible personal property or the rendering of services.
{See WAC 458-20-197 for an explanation of when tax liability arises under the accrual method
versus the cash receipts method.)

Method one, cash basis. Taxpayers mzintaining formal accounting records may file tax returns
using figures based upon cash receipts only if the taxpayer's books of account are regularly kept
on a cash receipts basis. Taxpayers maintaining formal accounting records whose books of
account recognize income at the time a sale is made or a service is rendered, regardless of when
payment is received, are keeping their records on an accrual basis and must report revenue and
pay tax on the accrual basis. Formal accounting records are normally recognized by the use of
sales or income journals which are then entered into a general ledger. For taxpayers not
maintaining formal accounting records, the Director will consider all records of the taxpayer to
determine whether the records are being kept on an accrual basis.

The fact that a taxpayer makes sales "on account” and has records to identify the accounts
receivable does not preclude the taxpayer from reporting on a cash receipts basis. Some
taxpayers create estimated billings which are later corrected for the actual amount due from the
customer. Such taxpayers may report on a cash receipts basis. For such taxpayers, once a
reporting basis is selected, the reporting hasis may not be changed without authorization from the
Director. A taxpayer who maintains its records throughout the year on a cash basis, including a
general ledger, and elects to make a worksheet adjustment at year-end to report federal taxes on:
an accrual basis, will be permitted to report city taxes on a cash basis.

Method two, accrual basis. Taxpayers not maintaining books of account on a cash receipts
basis must file returns with figures based on the accrual method. These taxpayers must report
the gross proceeds from all cash sales made in the tax reporting period in which the sales are
made, together with the total amount of charge sales during such period. The law does not
require a taxpayer to use a particuiar accounting system. However, the taxpayer must report
based on the system of accounting used by the business, regardless of the taxpayer's reasons
for selecting a particular accounting system. It will be presumed that a taxpayer who is permitted
under federal law or requlations to report its federal income taxes on a cash basis and does do so
is maintaining the records on a cash basis. A taxpayer who maintains a general ledger on an
accrual basis and files federal tax returns on an accrual basis must also report city tax returns on
an accrual basis.

(a) Taxpayers who make installment sales or leases of tangible personal property must use
the accrual method when they compute their tax liability. (See Seattle Rule 5-126.)

(b) in the case of rentals or leases, the income is considered to have accrued to the seller in
the tax reporting period in which the seller is entitled to receive the rental or lease
payment. (See Seattle Rule 5-536.)

Constructive receipt. "Constructive receipt" mearis income that a cash basis taxpayer is
entitled to receive, but will not receive because of an aciion taken by the taxpayer. Constructive
receipts are taxable in the tax reporting period in which the taxpayer gives up the entitlement to
actual future receipt of the income. The following examples show how constructive receipi

applies.
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(@)

(b)

(c)

THE CITY OF SEATTLE
DIRECTOR’S RULE
IMi LEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-037

XYZ has $10,000 in accounts receivable which XYZ expects to collect over the next six
months. XYZ elects to sell these accounts receivable for eighty percernit of their face
value. Even though the taxpayer only receives $8,000 from the sale of the accounts
receivable, XYZ is taxable on the fuil $10,000 because it has taken constructive receipt of
the full $10,000 by taking an action to give up entitliement to the $2,000.

XYZ has $1,500 in accounts receivable from customers who are delinquent in making
payment. XYZ turns thiese accounts receivabie over to a collection gency with the
understanding that the collection agency may keep half of whatever is collected. The
collection agency over the next month collects $500 and keeps $250 of this amount for its
services. XYZ is taxable on the full $500 collected by the collection agency. XYZ has
constructive receipt of this amount and tive $250 retained by the collection agency is a
cost of doing business to the taxpayer.

XYZ is involved in a bankruptcy proceeding. The receipt of cash from accounts
receivable will be placed in an escrow account. These funds will be used to pay creditors
and a portion of these amounts will be given to the taxpayer. The fuil amount of the
accounts receivable coflected and going into the escrow is taxable income to XYZ. XYZ
has received the full benefit of the cash received from the accounts receivable through
payment of XY2's creditors.

Effective: May 15, 2007.
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THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
- RULE 5-037

DIRECTOR'S CERTIFICATION

| Dwight D. Dively, Director of the Department of Finance of the City of Seattle, do hereby certify under
penalty of perjury of law, that the within and foregoing is a true and correct copy as adopted by the City of
Seattle, Department of Finance. '

DAYED this _I4T*_day of iMay, 2007.

CITY OF SEATTLE,
a Washingto:y municipali

—

By:

Dwight D- Dively, Director’
Department of Finance
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STATE OF WASHINGTON - KING COUNTY

--88.

209880 No. MAKING HEARING
CITY OF SEATTLE:REVENUE &
Affidavit of Publication

The undersigned, on oath staies that he is an authorized representative of The Daily Journal of
Commerce, a daily newspaper, whic™ 1 >waspaper is a legal newspaper of general circulation and it is now
and has been for more than six monts prior to the date of publication hereinafter refemed to, published in
the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during all of said time was printed in ar office mamta;ned at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12% day of Jure, 1941, approved as a legal
newspaper by the Superior Court of King County.

The notice in the exact form annexed, was published in regular issues of The Daily Journal of
Commerce, which was regularly distributed to its subscribers during the below stated period. The annexed
notice, a

CT:NOTICE PROPOSED RULE
was published on

04/31/07

The amount of the fee charged for the foregoing publication is the sum of $ 139 50, which amount

has been paid in full,
e T G,
e \\\‘\\ R R, .Q#;’ \74/
e o
o KR Subscribed and sworn t .e@re me on
woTiRY =
- = 04/11/07
. Fia s 5 /l/ <

Notary pu hc for the State of Wa mgton
regiding j Seatt

& Svinesd
e QF w8 %

S
Affidavit of Pisb feabomi™
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Si .eof Washingten, King Cm;mty
City of Seattle —

NOTICE OF PROPOSEL RULE
MAKING HEARING .

AND OFPORTUNITY TO COMMENT

The Director of Finance. scting under the
authority of Sesttle IMunicipai Code Chapters ¢
3.02 and 5.55. proposes to adopt new rules for -
implementing the seattle Business Licensu X
Tax Ordinauce (Seattle Municipal Code,
Chaprer 5.45). Please note that although
these rules are applicable to SMC 5.45, the
individual rules may also apply to other chap-
ters of the City's Tax Code, including, bet .
not }imited to, SMC 5.30 {Definitions), SMC
5.32 (Revenue Code), SMC 5.35 {Commercial )
Parking Tax), SMC 5.37 (Employee Hours
Tax), SMC 5.40 (Admissiors Tax), SMC
5.48-(Business Tax --Utilities), SMC 5.52
{Gambling Tax), and SMC 5.55 {General
Administrative Provisiods). The follawing
rules are proposcd for adoption and will -
become effestive s of May 15, 2007:-°

" Seattle Rule'5-000 Rules adopte

Seattle Rufe '5.002 Business license
requirements. S

Seattle Ruls 5-067 Peoslties,
Seattle Rule - 5-008 Recordkeeping
requiremants. - § Lt -
Seattle Rule 5-009 Linitations on tax ©
assessments, - R
Seattle'Rule 5-033 When tax liability
arises. "0 G- . . B

_Seattle Rule 5-034 Finance charges, car- :
rying charges, interes:; and penalties. - © -

Eeattle Rule 5-047 Accounting methods

. Seattle Rule 5:039 Employees disti
~uished (rom persons engaging in business.

Seattle Rule 5-942 Su;c/éeyrs'u\;.liabili;j.
Seattle Rule 5-044 Value of pyo;d ts.

Seattle. Rule 5.064 Credit losses. bad
debts, recovéries. i

Seattle Rule 5.065 Tax.eé. ded\::giblc apd

nondeductibie. i
Seattle Rule 5-067 Accomn:odation
sales, SOV o -

Seattle Rule 5-068 Pool purchases, ; - -
Seattle Rule 5-125 Casual-or isolated
es. P .

> Seattle Ruie 5-275 Installing, clédning, -
‘——-eree———~—= repairing or otherwise altering or improving
personal property of consumers.

Seatcle Rulo 5.276 C_onstr‘ucnhg and
regairing of new or existing buildings or
other structures upon real property.

Seattle Rule ‘5;500 Coﬁlputér sal’tw;re.
Seattle Rul» '5-5(}[ Computer hardware

Seattle Rule 5-502 Taxation of informa:
tior: services and computer related services,
Seattle Rule 5-804 Staffir.g businésses, .
staffing services. = - .- 1 - T
Seattle Rule §-821 Exemptions, ‘deduic-
tions and credits available under the employ-
#e hours tax. .

PI"BLIC HE# RING AND COMMENT:
The Nep. ~tment of Exscutive Administration
has schedu. *d a public hearing on the pro-
posed rule char.es for 1:00 p.m. to 3:00 p.r.,
on Monday, Apri) 30, 2007. The her::-g will

held in a canferr.. - room ar “L.e 40th fisor
of the Seattle Municipa: 1ower, Suite 4096,
located at 700 Fifth Avenve. All interested
parsons are invited to present data. views,
or arguments, with regard to the praposed
1 zies, orally at the hearing, or in writing at
or before the hearing. :

Written comments should: be mailed ar
cdelivered to;

Department of Executive
Administration Atti.; Mel McDonald,
Deputy Director Revenue and Consurier
Affairs 710 Fifth Avepue — Suite 4250
P.O. Box 34214 Seattle, Washingion
93124-4214

‘The pubiic may inspect capies of the pro-
posed rules at the Revenue and Censumer
Affairs offices, 700 Fifth Avenue, Suite 4250.
I you would like a ccpy of the praposed sules,
please cail (206) 233.0071, EFA)?(ZOG) 684-
5170, email: rea.bizlictz@seattle gov. or sub.
mit a written request tn the address nbove.

Dwight D. Dively, Director,
Department of Finance
Date of puklication in the Seattle Daity
Journal of Commerce, April 11, 2607.
4/11(209880;
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THE CITY OF SEATTLE o~
DIRECTOR’S RULE -

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-039

Seattle Rule 5-039 Emboloyees distinquished from persons engaging in business. -
NS

1)

)

(3

(4)

IR EN
Introduction. The Seatile Municipal Code imposes taxes and fees upon persons engaged in

business but not upon persons acting solely in the capacity of employees pursuant to SMC
5.45.080 S.

Considerations. While no one factor definitely determines employee status, the most important
consideration is the employers right to control the employee. The right to cantrol is not limited to
controliing the result of the work ta be accemplished, but includes controliing the details and
means by which tie work is accomplished. In cases of doubt about empioyee status all the

pertinent facts should be submitted to the Revenue and Consumer Affairs Division for a specific

determination.

Persons engaging in business. For the purpose of determining whether an individual is an
employee or independent cortractor, the term "engaging in business" means the act of
transferiing, selling or otherwise dealing in real or personal property, or the rendition of services,
for consideration except as an employee. The following conditions will serve to indicate that a
person is engaging in business.

if a person is:

(a) Holding oneself out i¢ the public as engaging in business with respect to dealings in real
or personal nroperty, or in respect to the rendition of services;

(b) Entitled to receive the gross income of the business or any part thereof;,

(c) Liable for business locsez or the expense of conducting a business, even though such
expenses may ultimately be veimbursed by a principal;

{d) Controliing and supervising others, and baing personally liable fcr their payroll, as a part
of engaging in business;

(e) Employing others to carry out outies and responsibilities related to engaging in business
and being personally liable for their pay;

{f) Filing a statement of business income and expenses (Schedule C) for federai income tax
purposes;

{g) A party to a written contract, the intent of which establishes the person o be an
inderendent confractos; or

(h) Paid a gross amount for the work without deducticns for employment taxes (such as
Federal Insurance Contributions Act, Federal Unemployment Tax Act, and similar state
taxes).

Employees. The following conditions indicate that a person is an employee.

If the person:

(a) Receives compensation, which is fixed at a certain rate per day, week, month or year, or
at a certain percentage of business obtained, payable in all events;
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THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RuLE 5-039

(b) Is employed to perform services in the affairs of another, subject to the other's contro! or
right to control;

(c) Has no liability for the expenses of maintaining an office or other place of business, or
any other overhead expenses or for compensation of employees;

(d) Has no liability for losses or indebtedness incurred in the conduct of the busir.ass;

(e) is generally entitled to fringe benefits nornially associated with an employer-employee
relationship, e.g., paid vacation, sick leave, insurance, and pension benefits;

f) Is treated as an employee for federal tax purposes;

(9) Is paid a net amount after deductions for employment taxes, such as those identified in
subsection (3)(h) of this section.

(5) Full-time life insurance salespersons, Chapter 275, Washington State Laws of 1991, effective
July %, 1991, provides that individuals performing services as full-time life insurance
salespersons, as provided in section 3121 (d)(3)(B) of the Internal Revenue Code, will be
considered employees. Treatrnent as an employee under ihis subsection (5) applies only to
persons engaged in the full-time sale of life insurance. The status of other persons, including
others listed in section 3121(d) of the Internal Revenue Code, will be determined according to the
provisions of subsections (2) through (4) of this section. See Seattle Rule 5.526 for the proper
tax treatment of insurance agents, brokers, and solicitors.

(6) Operators of rented or owned equipment. Persons who furnish equipment on a rentai or other
basis for a charge and who also furnish the equipment operators, are engaging in business and
are not employees of their customers. Likewise, persons who furnish materials and tha lahor
necessary tn install or apply the materials, or produce something from the materials, are
presumed to be engaging in business and not to be employees of their customers.

{7) Casual laborers. Persons regularly performing odd job carpentry, painting or paperhanging,
plumbing, bricklaying, electrical work, cleaning, yard work, etc., for the public generally are
presumed to be engaging in husiness. The burden of proof is upon stich persons to show

otherwise. A

(8) Entities. A corporation, joint venture, or any group of individuals acting as a unit, is not an
employee.

{9) Beoth renters. For purposes of the business license tax a "booth renter,” as cefined in RCW

18.16.020 {19), is considered engaged in business and not an employee. A "boott: renter” is any
person who:

(a) Performs cosmetology, barbering, esthetics, or manicuring services for which a license is
roquired pursuant to chapter 18.16 RCW; and

(b) Pays a fee for the use of salon or shop facilities and receives no compensation or other
consideration from the owner of the salon or shop for the services performed.

Effective: May 15, 2007.
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THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RuLE 5-039

D2IRECTOR'S CERTIFICATION

! Dwight [. Dively, Director of the Department of Finance of the City of Seattle, do hereby certify under
penalty of perjury of law, that the within and foregoing is a true and correct copy as adopted by the City of
Seattle, Department of Finance.

DATED this _ 4 _day of May, 2007.

CITY OF SEATTLE,
a Washington municipali

By:

Dwight D. Dively, Director
Department of Finance
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STATE OF WASHINGTON - KING COUNTY

--S8.

209880 No. MAKING HEARING
CITY OF SEATTLE:REVENUE &
Affidavit of Publication

The undersigned, on oath states that he is an authorized representative of The Daily Journal of
Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during all of said time was printed in an office mamtamed at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12" day of June, 1941, approved as a legal
newspaper by the Superior Court of King Couaty.

The notice in the exact form annexed, was published in regular issues of The Daily Journal of
Commerce, which was regularly distributed to its subscribers during the below stated period. The annexed

notice, a,

CT:NOTICE PROPOSED RULE

was publiched on

04/11/07
The amount of the fee charged for the foregoing publication is the sum of $ 139.50, which amount
has been paid in full. 7 : )
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St leof Washington, King Cou..ty ;

City of Seattle

NOTICE OF PROPOSED RULE
N MAKING HEARING

AND OPPORTUNITY TO COMMENT

The Dirsctor of Finance, acting under the
authority of Seattly Municipal Code Chapters
8.02 and 5.33, propoes to adopt new rules fur -
implementing the Seattle Business License .
Tax Ordinance (Seattle Municipa} Code,
Chapter 5.45}, Please note that although
these rulesare applicable to SMC 5.45, the
individual rules may alzo apply to other chap-
ters of the City's Tax Code, including, bat
not limited to, SMC 5.30 (Definitions). SMC - .
5.32 (Revenue Code), SMC 5.95 {Commercia} 1
Parking Tzx), SMC 5.37 (Employee Hours
Tax), SMC 5.40 {Admissions Tax), SMC
5.48 (Business Tax - Utilities); SMC 5.52

(Gambling Tax), and SMC 5.55 (Genercl Z
Administrative Provisions), The following O
rules sre proposed for adoprion and will —4
become effective as of May 13, 2007: - ) 5
" Seatile Rule 5.000 Rules adqpted. . ) m
Seatile” Rule” 5.002 Busines{ license o

requirements. - :

Seattle Rule 5.007 Pehalties, ) -
Seattle Rule  5.008 Rem’rdl&eping (_n
requirements.” : <o N . o
Seattle Hule 5-009 Limizations on tax c
assessments. o IR ‘m
_Seatilé Rule 5-023 Whern Tax liability
arizes. © -, .- S BRI

* -Seattle Rule 5-034 Finarice charges, car-

sying charges, ivterest. and penalties” -

=" Seattle Rule 5.037 Accounting methods.

" Sesttle Rule 5:039 Emplbyeeq distin- ~

guishzd from persons 2ngaging in business.

I  Seattie Ruls 5;942 Successar lia itity.
Seattle Rule 5.044 Value of pro@uéts.
Seattle, Rulo 5-064 Credit losses, bad

debis, recoveries, - - - AT
Seattle Rule 5.065 Taxes, deductible amd

nondeductible, o-° . c L LTS
lSexmle _Rule 35.067 Apcqmmhdui:n
es, ENPOL B2 Pl LA

NYNd SIHL NI INIWN20Q 3HL dI

8a

Seattle Rule 5-068 Pool purchases.: -
i Seattle Rule §-125 Casusl or isolated :
; : sales, . . oo

" " Seattle Rule 5-275 Installing, 134 € .
= repairing or otherwise altering or impraving ’
-personal propersy of consumers, - - ¥
Seattle Rule 5-276 Construe ng and
reﬁairing of new ar existing buildings or
other structures upon real property.

LNINNDOA SHL 40 ALIYND 3HL OL

Seattle Rule 5:500AC0ir.ﬁute'r software.
Seattle Rule 3-501 Computer hardwsre. !
- Seattle Rule §-502 Taxation of informa. .
tion servicés and computer related services, ) .
Seattle Rule 5-804 Staffing businesses, 1§
staffing services, T soned

‘Seattle Rule 5.921 Exem‘;,tidlns. ded\fé-
tions and credits available under the €mploy-
ee hours tax. N

PYJBLIC HEARING AND COMMENT:
The Department of Executive Ad ministraiion
has schedulad a public hearing on the pro-
posed rule changes for 1:00 p.m.to 3:00 p.m,,
on Monday, April 30, 2007. The hearing will

€ld in a conference room on the 40th loor
of the Seattle Municipal Tower, Suite 4036,
locatea at 700 Fifth Avenue. All interested
persons are invited to present data, views,
or arguments, with regard to the Proposed
rules, orally at the hearing, or in Writing at

, or before the hearing.

HOILON SIHL NYHL ¥VI10 ss3isI3

Vritten comments should he mailed or
delivered to; .

Department of Executive -
Administration Attn.: Mel McDonald, ;
Deputy Director Revenue and Consumer - .
Affairs 700 Fifth Avenue — Suite 4250 .
P.O. Box 34214 Seattle, Washington e i
98124-4214 ST H

The public may inspect copies of the pro-
posed rules at the Revenue and Consumer R
Alftairs offices, 760 Fifth Avenuc, Suite 4250. .
1f you vould itke a copy of the proposed zules, :
please call (206) 2330071, PPAXP(206) 584- - L
5170, emasil: rea.bizlictx@seattle.gov, or sub-
mit a written request cq the 2ddress above. . -
Dwight D, Dively, Director, - I
Department of Finance -
Date of publicatisn in the Seattle Daily
Journal of Commerce, April 11, 2007
4/11(209&80[




Seattie Rule 5-042 Successor liability.
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THE CITY OF SEATTLE
DIRECTOR’S RULE N

IMPLEMENTING SEATTLE PUSINESS TAX ORDINANCE , s
RULE 5-042 R .

g

Sk et

Liability in general. This rule explains the responsibilities and liabilities of a successor per SMC
5.55.130. A person to whom business property is sold or transferred, or who is obligated to
perform the terms of a contract, may be liable to pay the transferor's or contractor's business
license tax liability even if the taxes have not yet been assessed. If the criteria for liability are
met, such person becomes & “successor’ and is jointly and severally liable with the taxpayer to
pay the tax. The Director may cellect the tax from either the successor or the taxpayer, and is not
required to first attempt collection from the taxpayer. If the Director collects the tax from the
successor, the amount collected is considered to be a payment to the taxpayer. If the tax
payment exceeds the price, the transferee may collect the difference from the taxpayer, but not
from the Director.

Successor defined.

Pursuant to SMC 5.30.050 G, "Successor’ means any person to whom a taxpayer quiiting, selling
out, exchanging or disposing of a business sells or otherwise conveys directly-or indirectly, in bulk
and not in the ordinary course of the taxpayer's business, any part of the materials, supplies,
merchandise, inventory, fixtures or equipment of the taxpayer. Any person obligated to fulfiil the
terms of a contract shall be deemed a successor to any contractor defaulting in the performance
of any confract as to which such person is a surety or guarantor.

(a) Transfer of property. A person wiil not be liable to pay the taxpayer's tax unless the
person is a “successor.” in general, a “successor” includes all persons who acquire a
taxpayer's business property in bulk, whether they operate the business or not, unless
the property is acquired through insolvency proceedings or regular legal proceedings to
enforce a lien, security interest, judgment, or repossession under a security agreement.

{b) Coniractor defaulting on contract, A person whc is a surety or guarantor on a contract
and is also obligated to fulfili the terms of the contract is a successor to the contract.

Taxpayer’s obligations.

(a) Payment required upon iransfer of property. Any taxpayer that quits husiness, or sells
out, exchanges, or otheiwise disposes of his or her business or stock of goods, shall,
within ten (10) days thereafter, make a return and pay the tax or fee due.

(b) Payment required upon default in contract. Any contractor who defaults on a contract,
shall, within ten (10} days thereafter, make a return and pay the tax or fee due.

Successor’s obligations.

(a) The successor must withhold the purchase or contract price a sum sufficient to pay any
taxes that are currently due or that may still be assessed against the taxpayer uniii such
time as one of the foliowing first occurs:

)] The taxpayer produces a receipt from the Director showing payment in full of any
tax due and that no further tax is due or will be assessed against it; or

(i) More than six (6) months has passed since the successor notified the Director of
the transfer or default and the Director has not issued, and notified the successor
of, an assessment against the taxpayer.
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(5)

THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RuULE 5-G42

(b) The successor must notify the Director in writing of the date of the transfer or defauit.
The written notice must contain the following information:
(i The (predecessor) taxpayer's name, business name, address, and UBI number;
(i) The successor's name, business name, address, and UBI number;
(iii) The date of the acquisition;
(iv) Whether or not the successor acquired any part of the materials, supplies,
merchandise, inventory, fixtures or equipment of the (predecessor) taxpayer;
(v) A description of the assets acquired and their estimated fair market value;
(vi) The total costs of acquisition; and
(vii) How the person became a successor (i.., asset purchase tnerger, guarantcr of
a defaulting contractor, etc.).
Examples.

The following factual situations illusirate the application of the foregoing:

(@
(b)

()

(d)

{e)

Taxpayer sells business and stock of goods. Purchaser is the successor.

Taxpayer sells stock of goods in bulk. Purchaser is a successor, even though taxpayer
continues in business through purchase of new stock of goods.

Taxpayer sells business, including fixtures and good wili, to one party and his stock of
goods to another. Both purchasers are successors.

Taxpayer sells one branch of the business and stock of goods, and continues to carry on
his or her business at other locations. Purchaser is successor to the portion of the
business purchased and liabie for any tax incurred in the operation of that branch of the
business.

Taxpayer leaves business, including fixtures and stock of goods, which his landlord holds
for unpaid rent. The landlord will be a successor unless he proceeds to foreclose his
landlord's lien by pesting notice and holding a sale by the sheriff.

(i) iIf the landlord, instead of foreclosing his lien, takes a bilt of sale to all of the
taxpayer’s interest in the business or stock of goods in satisfaction of rent, he is a
successor.

(i) If the landlord fails to foreclose his lien and sells the fixtures or stock of goods

ard the purchaser continues ihe business or a similar business, the purchaser is
a successor.

(i) If the taxpayer does not leave any fixtures or stock of goods and the landlord
engages in a like business in the same location, or rents to a third person, neither
the landiord nor the third person is a successor.
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THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RuLE 5-042

(f) Taxpayer purchases business, equipment, or stock of goods under a security agreement
and the vendor repossesses the property; the vendor is not a successar.

(i) If the vendor sells to a third person who continues the business, the third person
is not a successor.

(it} If the taxpayer sells his equity under the security agreement tc a third person, the
third person is a successor. :

(iii) If the property is not repossessed and the vendor buys back the interest of the-
taxpayer, the vendor is a successor, and any third person who purchases the
same from such vendor and continues the business is also a successor.

(9) Taxpayer dies or becomes bankrupt, goes intc receivership, or makes an assignment for
the benefit of creditors. . '

(i) The executor, administrator, trustee, receiver, or assigree is not a successor but
stands in the place of the taxpayer and is responsible for payment of tax out of
the proceeds derived upon disposition of the assets.

(ii) A purchaser from the executor, administrator, trustee, receiver, or assignee is not
a successor, unless under the terms of the purchase agreement he assumes and
agrees to pay taxes and/or lien claims. E

{h) Taxpayer is a contractor and is required to post a bond to insure completion of the
contract. Taxpayer defaults on the confract and the bonding company completes it. The
bonding company is a successor to the contractor to the extent of the contractor's liability
for that particular contract and is also liable for taxes incurred in the completion of the
contract. -

Effective: May 15, 2007.
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THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-042

DIRECTOR'S CERTIFICATION

| Dwight D. Dively, Director of the Department of Finance of the City of Seattle, do hereby certify under
penalty of perjury of taw, that the within and foregoing is a true and correct copy as adopted by the City of
Seattle, Depariment of Finance.

DATED this _{*T# _day of May, 2007.

CITY OF SEATTLE,
a Washington municipality

-

By: f N
Dwight D" Dively, Director
Departme_nt of Finance
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STATE OF WASHINGTON - KING COUNTY

--S8.

209880 No. MAKING HEARING
CITY OF SEATTLE:REVENUE &

Affidavit of Publication

The undersigned, on oath states that he is an authorized representative of The Daily Journal of
Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinaiter referred to, published in
the Englich language continuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during all of said time was printed in an office mainiained at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12 day of June, 1941, approved as a legal
newspaper by the Superior Court of King County.

The notice in the exact form annexed, was published in regular issues of The Daily Journal of
Commerce, which was regularly distributed to its subscribers during the below stated period. The annexed
netice, a

CT:NOTICE PROPCUSED RULE
was published on

04/11/07

The amount of the fee charged for the fcregoing publication is the sum of $ 139.50, which amount
has been paid in fall.
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: Sl:.e of Washington, King Couu:ty
—__City of Seattle

NOTICE GF PROPOSED RULE
MAKING HEARING

AND OPPORTUNITY TO COMMENT

The Director of Finance, acting under the
authority of Sesttle Municipal Code Chapters
3.02 and 5.55, proposecs ta adopt new rules fur -
mplementing the Seattle Business License
Tax Ordinance (Seattle Municipal Code,
Chapter 5.43). Please note that slthauﬁh
these rules are applicable to SMO 5.45. the
individual rules may aiso apply to ather chap-
ters of the City's Tax Code, including, but
not limited to, SMC 5.30 (Definitions), SAMC
$.32 (Revenue Code), SMC 5.35 {Comumercial 1
Parxing Tax). SMC 5.37 {Employee Hours
Tax), SMC 5.40 (Admissions Tax). SMC
5.48 (Business Tax - Utilities), SMC 5.59
(Gambling Tax), and SMC 5.55 (General
Administrative Provisions). The following
" - rules are proposed for adoption ‘and will
B become effective asof May 13, 2607 - *

" Seattle Rule 3600 Rules adopted

Seattle Rulé 5.002 Business ficense ;
requirements. T )

Seattle Rule 5.007 Peqal;ires; X
¥ Seattle Rule .5.G08 , Recogdkeeping .

requirements, :
o : . iR
Seattle Rule 3-009 Limitations on tex -
assessments, - - . S B
; Seattle Rule 5-033 When' tax liabitity
i arises. .. I 7, - st e

Seattle Kule 5-034 Finance cﬁaiées, car:
rying charges, interest, and penalties.” - .
Seattle Rule 5-037 Accounting methods, -

Seattle’ Rule’ 5:039 Employees distin- i
guished from persons engaging in business.

Seattle Rule 5.042 Suecessor lizbility.
" Seattle Rule 5.044 Vklue’o('pra\druéls. .
Seattle Rule 5-064_C'redi' lossés. bad

, : debts, recoveries, LT

Seattl Hule 5-065 Taxes, deductible and
nondeductible, - . : _ HEE N
lSeat(le Rule 5-067 Accommodation
g, Sin o =

sa BN P
Seattle Rule 5-068 Poo} purchasés, : )
‘Seattle Rule 5-125 Castial or iSolated
es., 3 - L

- *~ Seattle Ruls 5.275 Instélling, clédnitig, :

. "——————~—renairing or otherwise altering or inipraving

perscnal properry ofconsumers: -t .-

Seattle Rule 5:276 Construdting” and

freﬁairing of new_or existing buildings or
other structurs upon real property,

Seattle Rule 5-500 Comnputer software.

Seattle Rule 5-50i Comp}xter hardware,

Seattle Rule 5-502 Taxation of informa-
tion services a..d computer related servi

Seattle Rule 5.804 Staffing businesses,
staffing services. .

Seattle Rule 5-921 Exemptions, ‘deduc-
tions and credits available under the employ-
ee hours tax, . :

PUBLIC HEARING AND COMMENT:
‘The Depariment of Exacutive Administration
has scheduled a public hearing on the pro-
posed rule changes for 1:00 p.m. to 3:00 p.m.,
on Monday, April 30, 2007, The hearing will

held in a conference room on the 40th floor
of the Seattle Municipal Tower, Suite 4096,
located at 700 Fifsh Avenue. All interested
persons are invited to present data. views,
or argumerts, with regsrd te the proposed
rules, ozally at the hearing, or in writing at
or before the hearing. . R

Written comments should be mailed or
delivered to:

Department ~. of Executive

Administration Attn.; Mel McDenald,

Deputy Director Reveaue and Consumer

N ; Affairs 700 fifth Avenue — Suite 4250

- . P.O. Box 34214 Seattle, Washington
E - 98124-4214 ) * )

I The public may inspect copies of the pro-
. posed rules ot the Revenve and Consumer
Affairs offices, 700 Fifth Avenue, Suite 4250,
. If you would fike a copy of the pioposed rules,
- please call (206) 233-0671, FAX (206) 684.
5170, email: rea.bizlictx@seattle.cov., or suh-
mit a written request to the adaress abave.

Dwight D. Dively, . Director,
Department of Finance

Date of pubdication in the Seattle Daily
Journal of Commierce, April 11 2007.

4/11(209880)




Seattie Rule 5-044 ° Value of products. ST D
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THE CITY OF SEATTLE
DILZCTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE | e
RULE 5-044 ' I

P S LN
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tntreduction. In cases where there is not a selling price for the goods, or the goods are
manufactured for the person's own use, the value of products is used to measure the amount
subject fo iax. This rule explains how to ascertain the value of products and when it is used.

Gefinitions. The term "value of products” includes the value of by-products, extracted or
ranufactured, and except as provided herein, shall be determinzd by "gross proceeds of sales"
whether such sales are at wholesu'e or at retail, to which shall be added all subsidies and
bonuses received with respect to the extraction, manufacture, or sale thereof (ser SMC 5.30.060
G).

"The term 'gross proceeds of sales' means the value proceeding or accruing from the sale of
tang ble personal property and/or for services rendered, without any deduction on account of the
cost of property sold, the cost of materials used, labor costs, interest, discount paid, gelivery
costs, taxes, or any other expense whatsoev-r paw; or accrued and without any deduction on
account of losses.” (See also SMC 5.30.035 and RCW 82.04.070.)

In the cace of bona fide sales of products. Under the exiracting and manufacturing
slassifications of the business license tax the value of products extracted or manufactured shall
be determined by the gross proceeds of sales in every instance in which a bona fide sale of such
products is made, whether so!d at whalesale or at retail.

Sales to points outside the state. In determining the value of products delivered to points
cutside the state, a deduction is allowed for actual transportation costs from the point at which the
shipment originates in this state to the point of delivery outside the state.

Research and development. The valus of products developed as a prototype for the
development of a new cr improved product is the retail seiling price of the new nr improved
product when first offerad for sale, or the value of the materials used to cieate the prototype in the
event that thie prototype is nat n¥ered for sale.

All other cases. The iaw provides that where products extracted or manufactured are:

(@) For commercial or industrial use (by the extractor or manufacturer--see Seattle Rule
5-112); or

(b) Shipped, transported or transferred out of the state, or to another person without prior
sale; or

(c) Sold under circumistances such that the stated gross proceeds from the sale are not
indicative of the true value of the subject matter of the sale;

The value shail correspond as nearly as possible to the gross proceeds from other sales at
comparable locations in this state of similar products of like quality and character, in similar
quaniities, under comparable conditions of sale, to comparable purchasers, and shall include
subsidies and bonuses.

Ahsence of Comparable Value. In the absence of sales of similar prcducts as a guide to value,
such value may be determined upon a cost basis. in such cases, the:s shali be included every
item of sost attributable to the particular article or article extracted or manufactured, including
direct and indirect overhead costs.

Effective: May 15, 2007.
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THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORBINANCE
RULE 5-044

DIREC” OR’'S CERTIFICATION

i Dwight D. Dively, Director of the Department of Finance of the City of Seattle, do hereby certify under
penalty of perjury of law, that the within and foregoing is a true and correct copy as adopted by the City of
Seattle, Department of Finance.

- DATED this _{4™_day of May, 2607.

CITY OF SEATTLE,
a Washington municipali

By:

Dwight D. Dively, Director—
Department of Finance
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STA IE OF WASHINGTON - KiNG COUNTY

--8§.

209880 No. MAKING HEARING

CITY OF SEATTLE:REVENUE &
Affidavit of Publicztion

The wndersigned, on oath states that he is an authorized representative of The Daily Journal of
Cormerce, a daily newspaper, whick uewspaper is a legal newspaper of general circulation and it is now
and has been for racre than six months prior to the dale of publicaticn hereinafter rcferred to, published in
the Exglish language continuously a* a daily newspaper in Seattle, King County, Washington, and it is now
and during a!! of said time was primcs ‘n an office maintained at the aforesaid place of publication of this
nevsspaper. The Daily Joumal of Comuuerce was on iie 12® day of June, 1941, approved as a legal

newspaper by the Snperior Court of King County.

The ir-tice in the exact form annexed, was published in regular issuss of The Daily Journal of
Commerce, which was regularly distributed to its subscrihers during the below stated period. The annexed

notice, a 7
CT:NOTICE PROPOSED RULE
was published on

04/11/07

‘The amount of the fee charged for the foregoing publication is the sum of $ 139.50, which amount
has been paid in full, ) ' .
. i 4 //\ / /4
: S8R 8 p s, 4 ey

Subscribed and sworn to re me on.

AN
04/11/07WZ/1
/(/ 4y

ol 28 By S Notary pulilic for the State of WasHington,
0y 1:‘;;’5,\‘\\\5‘\ régiding in Seatt Z
Affidavit of 'Fﬂbfiqﬁf;gn W
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S;ie of Washington, King Cou.ty

City of Seattle— —

NOTICE OF PROPOSED RULE
: MAKING HEARING

AND GPPORTUNITY TO COMMENT

The Director of Finance, acting under the
authority of Seattle Municipal Code Chapters
3.02 and 5.55. proposes ta adopt new rules fur-*
impl ing the Seattle dus; License
Tax. Ordinance (Seattle Municipal Code,
Chaprer £.45). Please noce that altheugh
these rules are applicable to SMC 5.43, the
individual rules may also apply tu other chap-
ters of the City's Tax Code, including, but
not limited to. SMC 5,30 {Definitions). SMC *
5.32 (Revenue Cods), SMC 5.35 (Commercial 1
Parking Tax) SMC 5.37 (Employee. ‘{ours
Tax), SMC 5 10 {Admissions Tax), JMC
5.48 (Business Tax - Utilities). SMC .32
(Gambling Tax), and SMC 5.55 {General
Administyative Provisions). The lollowing
rules ara proposed for ‘adoption and will
beccme effective as of May 13, 2007

" Seattle Ruls £-6:00 Rufes adopitsd.

Seatile Rule 3-002 Bisiness license |
requitements. ; . ’

Seattle Rule 5-007 Penalties,
Seatile Rule | 5-008 | Recordkeeping

requirements, R -
“Seattle Rule 5-009 Limitations on tax |
assessments.” ' . e - s
Seattle Rule 5-033 When' tax liability
arises, - B B R SE

- Seattie Rule £-034 Finance charges, cai- -
rying charges, interest; and penalties, ".'0 -

Seattle Rule 3-037 Azcounting methads. -

Seattle Rele 5-039. Employees dis
guished from peisons engaging in busines

" Seattle Rule 5.042 Successor liability. *
Saattle Rule 5:044 Valug of products.”

Seattle Rule 5.064-Credit losses, bad
debts, recoveries. . s

Seattle Rule -065 Taxes, deductible dnd
nondeductible. o0 L s ST .

Seattle Rule '5-067 Accomuiodation
sales. i . DA

Seatt.e Rult 5-L08 Pool purchases. -
Seatule Rule 5-125 Casual or isoirted

seles. . - - L. AN
* * Seattle Rule 5-27¢ lustalling, clid i‘_:ig‘, .
repairing or otherwise altering or improvin
personal property of consumers. *
Seattle Rule 5-276_Cons'trun; ng aud’
regalnng of new or existing buildings or
other structures upen real property.

Seattle Rule 5-500 Computer software.
Seattle Rule 5-501 Computer hardware.

Seattle Rule 5-502 Taxation of infurrua-
tion services and computer related services.

Seattle Rule 5-804 Sfaﬂ‘mg businesses,
stafing setvices. :

Seattle Rule £.921 Exemptisns, deduc-
tions and credits available under the employ-
ee hours tax,

PUBLIC HEARING AND COMMENT:
The Department of Ezecutive Administration
has scheduled a public hearing on the pro-
posed rule changes for 1:00 p.m. 10 3:00 p.m.,
on Monday, April 30, 2007. The hearing will
be held in a conference room on the 40th floor
of the Seattle Municipal Tower, Suite 4066,
located at 700 Fifth Avenue. All interested
persons are invited to present data. views,
or_arguments, with regard to the proposed
Tu'€s, orally at the hearing, o in writing at
or before the hearing.

Writzen comments should te mailed or
delivered to:

Department of Executive
Admiugistration Attn.: Mel McDonald,
Deputy Director Revenue and Consumer
Affairs 700 Fifth Avenue -~ Suitz 4250
P.O. Box 34214 Seattle, Washington
98124-4214 - B

The public may inspect copies of the pra-
posed rules at the Revenue and Consumer
Affaics cfiices, 700 Fitth Avenue, Suite 4250,
If you would like a copy of the proposed rules,
please cali (206) 233-0071, FAX (206) 684-
5170. email: rca.bizlictx@seattle.gov. or sub-
mit a written reguest to the address above.

Dwight . D. Dively, Director,
Department of Ficance

Date of publication ir the Seattle Daily
Journal of Commeree, April 11, 2067.

- 4/114209880)




THE CiTY OF SEATTLE

DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDlNANCE ) v
RULE 5-054 ‘ s
Seattle Rule 5-064 Credit losses. bad debts, recoveries. P T NP
(I IRt

1 Introduction. This rule explains the Seattle business license tax as it appiies & credit losses,
bad debts, and recovery of previously reporied losses. it also addresses bad debt deductions
available to cellular telephone businesses.

(2) Bad debts defined. Bad debts mean income or revenue amounts writter: off the taxpayer's
books of record when it is decided that the income previously reported by a taxpayer will not be
received.

(3) Business License Tax.

(a) Bad debt deductions. In computing the business ficense tax, taxpayers whose regular
bcoks of accounts are kept on an accrual basis may deduct the amourt of business
credit losses actually sustained, providing that such deduction will be allowed only with
respect to activities upon which a tax has been previously paid and providing that the
amount has not been otherwise deducted and that credits have not been previously
issued (see 5.45.100 L.).

(b) Bad debt deductions must be taken by the taxpayer during the tax reporting period during
which such bad debts were actually charged off on the taxpayer’s books of account and
would be eligible for a bad debt deduction for federal income tax purposes. Such
deduction must be adjusted to amountis attributable to:

(i) Expenses incurred in attempting to collect debt; and

(i) The value of repossessed property taken in payment of the debt; and

(iii) Amounts due on property that remains in the possessicn of the seller until the full
purchase price is paid.

{c) In cases where the amount of bad debts legitimately charged off in a particular reporting
period exceeds the gross ircome for such period, the excess of the amount of the bad
debts charged off during such period may be deducted from the gross income of the
subsequent tax reporting period.

(d) A dishonored (bad) check which proves to be uncollectible is a bad debt, to the extent it
was taken as payment for goods or services on which business tax was previously
reported and paid.

(e) Extracting or manufacturing. Bad debt deductions under the extracting or manufacturing
classifications will be allowed only when the value of products is computed on the basis
of gross proceeds of sales.

14) Determining credit losses—Specific charge off method. The amount of credit losses actually

suslained must be determined in accordance with the specific charge-off method which is the
amount actually charged off within the tax reporting period with respect to debts determined to be
worthless.

(a)

Worthlessness of a debt is usually evidenced when all the surrounding and attending
circumstances indicate that legal action to enforce payment would result in an
uncol.ectible judgment.



()

(6)

@

(8)

(9)

THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMEMTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-064

(b) A "charge-off" of a debt, either wholly or in part, must be ewvidenced by entry in the
taxpayer's books of account.

(c) When the taxpayer actually determines and charges off bad debts on a tax reporting
period basis, the amount so charged off each period shail be considered prima facie as a
proper deduction for such period.

(d) When bad debt losses are ascertained annually upon specific charge-off method, the
deduction must be taken against the gross amount reported for the period in which the
had debts were actually charged off.

(e) Credits, refunds, and deductions for bad debts are based on federal standards for
worthlessness under section 166 of the Internal Revenue Code. [f federal income tax
return is not required to be filed, the taxpayer is eligible for a bad debt credit, refund, or
deduction n the Seattle business license return if the taxpayer would ctherwise be eligible
for the federal bad debt deduction.

Recoveries. Amounts subsequently received on account of a bad debt or on account of a part of
such debt previously charged off and allowad as a deduction for business license tax purposes,
must be included in gross proceeds of sales (including value of products when measured by
gross proceeds of saies) or gross income of the business reported fer the taxable period in which
received. This is true even though the recoveries during such period exceed the amount of the
bad debt charge-off.

Application of payments. Payments received before or after a bad debt credit, refund, or
deduction is claimed should be applied first against interest and then against other amounts.

Utility tax. Only bad debts written off for cellular phone revenue may be deducted as bad debts
under the utility tax. There are o other provisions for bad debt deductions under the utility tox.

Statute of limitations for claiming bad debts. No credit, refund, or deduction, as applicable,
may be claimed for debt that became eligible for a bad debt deduction for federal income tax
purposes more than four years before the beginning of the calendar year in which the credit,
refund, or deduction is claimed.

Examples. The following examples identify a number of facts and then state a conclusion.
These examples should be used only as a general guide. The tax results of other situations must
be determined after a review of all of the facts and circumstances.

In all cases, an eight percent combined state and local sales tax rate is assumed. Figures are
roundad to the nearest dollar. Payments are applied first against interest and then ratably against
the taxable price, sales tax, and other charges except when the special rules for subsequent
recoveries on a bad debt apply (see subsections (2) and (3) of this section). Itis assumed that
the income from all retail sales described has been properly reported under the retailing B&O tax
classification and that all interest or service fees described have been accrued and reported
under the service and other activities B&O tax classification.

(a) Seller makes a retail sale of goods with a selling price of $5€0. No payment is received
by Seller at the time of sale. One and a half years later, no payment has been received
by Seller, and the balance with interest is $527. Seller is entitied to claim a bad debt
deduction on the federal income tax return. Seller is entitled to claim a bad debt
deduction of $500 under the retailing tax classification, and a bad debt deduction of $27
under the service and other activities B&O tax classification.
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(b)

(c)

P
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THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-064

The facts are the same as in (a) of this subsection, except that six months after the write
off and deduction are claimed, a $50 payment is received on the debt. Recoveries
received on a retail sale after a write off and deduction have already been claimed must
be applied first to the interest and then to the taxabie price in order to determine the
amount of tax that must be repaid. Therefore, Seller must report $27 in interest incorne
on the currcnt excise tax return and $23 under the retailing classification.

Seller sells a car at retail for $1000 and charges the buyer an additional $50 for license
and registration fees. Seller accepts trade-in property with a value of $500 in which the
buyer has $300 of equity. Seller receives and passes on the $30 for license and
registration fees. Eight months later, Seller has not received any payment on balance
due. Seller is entitled t- ciaim a bad debt daduction on the federal income tax return. The
equity in the trade-in is equivalent to a payment received at the time of purchase,
reducing the balance remaining on the initial sale to $700, or $1000 - $300. Seller is
entitled to claim a deduction of $700 under the retailing tax classification, exclusive of any
deduction for accrued interest.

Effective: May 15, 2007.
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THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RuULE 5-064

DIRECTOR'S CERTIFICATION

| Dwight D. Dively, Director of the Departinent of Finance of the City of Seattle, de hereby certify under
penalty of perjury of law, that the within and foregoing is a true and correct copy as adopted by the City of
Seattle, Department of ¥ nance. :

DATED this _ {4+ _day of May, 2007.

CITY OF SEATTLE,
a Washingtori municipali

3y (?! %) zg

Dwight D. Dively, Diretter’
Department of Finance
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STATE OF WASHINGTON - KING COUNTY

--88.

209880 No. MAKING HEARING

CITY OF SEATTLE:REVENUE &
Affidavit of Publication

an authorized representative of The Daily ournal of

a 1sgal newspaper of general circulation and it is now
of publication hereinafter referred to, published in
in Seattle, King County, Washington, and it is now
ined at the aforesaid piace of publication of this
of June, 1941, approved as a legal

The undersigned, on oath states that he is
Commerce, a daily newspaper, which newspaper is
and has been for more than six months prior to the date
the English language continuously as a daily newspaper
and during all of said time was priated in an office mainta
newspaper. The Daily Journal of Commerce was on the 12" day
newspaper by the Superior Court of King County.

xed, was publisbed in regular issues of The Daily Journal of

The notice in the exact form anne
¢ below stated pericd. The annexed

Commerce, which was regularly distributed to its subscribers during th
notice, a

CT:NOTICE PROPOSED RULE
was published on

04/11/07

The amount of the fee charged for the foregoing publication is the sum of $ 139.50, which amount
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has been paid in full. o~ ( , o
LA \“ummum / ._>,\_/ :
SRR A o, T
Sdasion ST
G ‘24 Z Subscribed and swogiq_.{w@re me on
WOTARY z ‘
I E 0411007 S V't
Pran® | imE AANEAN
F d s ‘L.' . - - A
78, g Notary wwi! - tor the Stateof WagHington, Z
7ty & NAS RN réx,idmgi h Seatt!

CAEy -%' t
Affidavit of! P‘ixbﬁqﬁj{iﬁm\\‘\\
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City of Seattle —

NOTICE OF PROPOSE? RULE
. MAKING HEARING

AND OPPORTUNITY TO COMMENT

The Director of Finence. acting under t: 2
authority of Seattle Municipai Code Chapier.
8.02 and 5.53, praposes to adopt rew rules iur
implemnnting thé Seattle Business License
Tax Qrdinance (Seatile Municipal Code,
Chapter 5.45). Please note that although
these rules are applicable to SMC 5.45, the
individual rules may also apply to other chap-
ters of the City's Tax.Code, including, but

‘eof Washington, King Cm;_iy

nos limited to, SMC 5.30 (Definitians), SMC

3.32 (Revenue Code), SMC 5 85 (Commeveial
Parking Tax), SMC 5,37 {Employee Hours
Tax). SMC 5.40 (Admissions Tax). SMC
8.48 (Business Tax - Utilities),  SMC 5.52
{Gambling ‘Tax), and SMC 5.55 (General
Administrative Provisions).. The following

rules are propased for adoption and will B

become effective as of May 13, 20075 ©
" Settle Rule 5-006 Rules adopted.
. Seattle Rulo
requirements. -

Seantte Ril!e 5:007 Penalties’ <

002" Business licerse |

" Seattle Rule :5-008 ,'Recor_dkee ing

requirements.

Seattle Rule 5-009
assessments. o

Seattle Rule 5-033 When' ta
arises. A

Seattle Rule 5-034 Financs charg, y
rying charges, interest; and penalti

Seattle Rule 5-037 Atcounting »

Seattle Rule' 5.039 Emplayees in. }

guishgd fcom persons engaging in business.
Seattle Rule 5-042 Successor liability.
Seattle Rule 5-044 Value nfpyajué!s."

liability

"

Seattle, Rule 5.064.Cradit losses. bad -

debts, recoveries.

Seartle Rule 5-085 T.fn’ms‘. égducg’iblelarrid:

nondaduetible. -’

Sesttle Rule
sales. I -

Seattle Rule 3-:068 Pool purchasas.’, i
Seattle Rule 5-126 Casual or ated
es,, - . .. e .

'« Seattle Rule 5-275 Installing, ¢ g,
repairing or otherwisé altering or improvin
personal property of consumers. i 3

Seattle Rule '5:276 Consiructing and

in,
zepairing of .new or existing buildings or

mher structures upon l"epl property, _
Seattls Rule 5:500 Compuiter software,
Seattle Rule 5-501 Computer hardware.

Seattle Rule 5-502 Taxation of inform-:

tion cervices and computer related ser- ces.

Seattls Rule 5.804 Staffing businiesses,
staffing gervices, _ ER B

Seattle Rule 5-921 Exumrtio}:s. ‘deduc-
tions and credits available under the employ-

ee hours t=-

PUFLIC BRARING AND COMMENT:
The Dej srtme:.: of Executive Administration
hae sch=dxied a public hearing on the pro-
posed rute changes for 1:00 p.m. to 3:00 p.m.,
on Monday, April 3G, 2007. The hearing will
be held in a conference roont on the 40th floor
of the Seattle Municipal Tower, Suite 4096,
located at 700 Fifth Avenue. All interested
pecsons are invited to present data. views,
or arguments, with regard to the proposed
rules, orally at the hearing, ¢~ in writing at

or hefore the hearing.

Written comments should be mailed or
delivered to: .

Department of . . Executive
Administration Attn.: Mel McDonald,
Deputy Director Revenue and Consumer
At‘Exirs 700 Fifth Avenue ~ Suite 4250
F.O, Box 34214 Seattle, Washington
98124-4214 -

The public may inspect copies of the pro-
posed rules at the Revenue and Consumer
Affairs offices, 700 Fifth Avenue, Suite 4250,
1f you woutld like 2 copy of the proposed rules,
please call (206} 233-0071, FAX (206) 684-
5170, email: rca.bizlictx@seattle.gov. or sub-
mit a written request to the address above.

Dwight D. Dively, Director,
Department of Finance
Date of publication in the Seattle Daily
Journal of Commerce, April 11, 2007.
4/11(200880)
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THE CITY OF SEATTLE v .

DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE ~
RULE 5-065 ’ B
Seattle Rule 5-065  Taxes - deductible and nondeductible. o~ .
TR A AU I AN

(1)

(2

3

4

Introduction. This rule explains the circumstances under which taxes may be deducted from the
gross amount reported as the measure of tax under the business license tax and the utility tax. It
also lists specific deductible and nondeductible taxes.

Deductibility of taxes. In computing tax liability, the amount of certain taxes may be excluded or
deducted from the gross amount reported as the measure of tax under the business license tax
and the utility tax. These taxes may be deducted provided they have been included in the gross
amount reported under the classification in which the deduction is sought, and have not been
otherwise included in another allowable deduction, such as credit losses or interstate sales.

The amount of taxes which are not allowable as deductions or exclusions must aiways be
included in the gross amount reporied. License and regulatory fees are not deductible.
Questions regarding the deductibility or exclusion of a tax that is not specifically identified in this
rule should be subriited to the Director for determination.

Motor vehicle fuel taxes. RCW 82.04.4285 provides a B&O tax deducticn for certain state and
federai motor vehicle fuel taxes when the taxes are included in the sales price. These taxes
include:

State motor vehicle fueltax............ chapter 82.36 RCW;
Siate special fueltax . ........... chapter 82.33 RCW;
Federal tax on diesel and special motor fuels (including leaking

underground storage tank taxes), except train and aviation fuels .26 U.S.C.A. Sec. 4041;

Federal tax on inland waterway commercial fuel . . . ... .... .. 26 U.S.C.A. Sec. 4042;
Federal tax on gasoline and diesel fuel for use in highway
vehicles znd motorboats . . ........ .. . 26 U.S.C.A. Sec. 4081.

Taxes collected as an agent of municipalities, the state, or the federal government. The
amount of taxes collzcted by a taxpayer, as agent for municipalities, the state of Washington or
its political subdivisions, or the federal government, may be deducted from the gross amount
reported. These taxes are deductible under each tax classification in which the gross amount
froni such sales or services is reported.

This deduction applies only when the amount of such taxes is received by the taxpayer as
collecting agemt and is paid by the agent directly to a municipality, the state, its political
subdivisions, or to the federal government. When the taxpayer is the person upon whom a tax is
primarily imposed, no deduction or exclusion is alicwed, sincz in such case the tax is a part of the
cost of doing business. The mere fact that the amount of tax is added by the taxpayer as a
separate item to the price of goods sold, or to the charge for services rendered, does not in itself,
make such taxpayer a collecting agent for the purpose of this deduction. Examples of deductible
taxes include:

FEDERAL. -

Tax on communications services

(telephone and teletype-writer exchange services) . ... ..... 26 U.S.C.A. Sec. 4251;
Tax on transportation of persoris . .. ...... 26 U.S.C.A. Sec. 4261,

Tax on transportation of property . . . ... ... 26 U.S.C.A. Sec. 4271,

INSNASCA THLE 40 A LFYAD a1 61 =0a Sl 1
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THE CITY OF SEATTLE

DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE

RULE 5-065
STATE --
Aviation fuel tax collected from buyers by a distributor as
defined by RCW 82.42.010........ chapter 82.42 RCW;
Leasehold excise tax collected from lessees . .. ....... chapter 82.29A RCW,
Oll spilt response tax collected from taxpayers by
marine terminai operators . . ..... ... chapter 82.23B RCW;
Retail sales tax collected frombuyers .. .. ... .. chapter 82.08 RCW;
Solid waste collection tax collected from buyers . ... ... .. chapter 82.18 RCW;
State enhanced 911 tax collected from subscribers . .. .. .. .. chapter 82.14B RCVY;
Use tax collected frombuyers . . ... .. chapter 82.12 RCW;
MUNICIPAL --
City admissiontax........ SMC 5.40 070,
City parking tex....... SMC 5.35.060;
County admissionz and recreations tax . . ... ... chapter 36.38 RCW,;
County enhanced 911 tax collected from subscribers . .. .. ... chapter 82.14B RCW;
Local retail sales and use taxes collected frombuyers .. . .. ... cliapter 82.14 RCW.

" Specific taxes which are not deductible. Examples of specific taxes which may be neither

deducted nor excluded from the measure of the tax include the following:

FEDERAL --

AAA. compensatingtax...... 7 U.S.C.A. Sec. 615(e);
A.AA. processingtax ...... .. 7 US.C.A. Sec. 609;
Aviationfuel . .. .. .. .. 26 U.S.C.A. Sec. 4091;
Distilled spirits, wine and beer taxes ... ...... 26 U.8.C.A, chapter 51,
Diesel and special motor fuel tax for fuel used for purposes

other than motor vehicles and motor-boats . . .. . . .. 26 U.S.C.A. Sec. 4041;
Employmenttaxes ... ...... 26 U.S.C.A. chapters 21-25;
Estatetaxes ... ...... 26 U.S.C.A. chapter 11;
Firearms, shells and cartridges . . .. ... .. 26 U.3.C.A. Sec. 4181;
Gifttaxes ........ 26 U.S.C.A. chapter 12;
lmporters, manufacturers and dealers in firearms . .. ... .. 26 U.S.C.A. Sec. 5801;
Incometaxes....... . 26 U.S.C.A. Subtitle A;
Insurance policies issuad by foreign insurers .. ..... .. 26 U.S.C.A. Sec. 4371,
Sale and transfer of firearmstax . ........ 26 U.S.C.A. Sec. 5811;
Sportinggoods . .. .. ... 26 U.S.C.A. Sec. 4161;
Superfundtax........ 26 U.S.C.A. Sec. 4611,
Tires......... 26 U.S.C.A. Sec. 4071,
Tobacco excise taxes . . .. .. .. 26 U.S.C.A. chapter 52;
Wageringtaxes .. ...... 26 U.S.C.A. chapter 35;
STATE --

Ad valorem property taxes . .. ...... Title 84 RCW;
Alcoholic beverages licenses and stamp taxes

(Breweries, distillers, distributors and wineries) .. ... .. chapter 66.24 RCW;
Aviation fuel tax when not collected as agent for the state . . . ... chapter 82.42 RCW;
Bexing, sparring and wrestlingtax........ chapter 67.08 RCW;
Business and occupationtax....... chapter 82.04 RCW;
Cigarelttetax . ... ..... chapter 82.24 RCW;
Gift and inheritance taxes . . .. ... Title 83 RCW;

"AN3IWNO0Q JHL 40 ALIMYND 3HL OL 3NA St LH

FOLLON SIHL NVHL ¥v310 531 51 SNV SIHL NI LNIWNDOQA 3HL A1

‘JOILON




y
2

THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEM ENTING SEATTLE BUSINESS TAX ORDINANCE
PULE 5-065

Insurance premiumstax . .......
Hazardous substancetax........
Littertax........

Pollution liability insurance fee .. ... ..
Parimutuel tax . .... ...

Petroleum products - underground storage tank tax . . . . .. ..

Public utility tax . . .. ....
Real estate excisetax .. .......
Tobacco productstax . . ... ...

Use tax when not collected as agent for state .

MUNICIPAL --

Lecal use tax when not collected as agent for cities or countias .

Municipal utility taxes . . ... ...

Municipal and county real estate excise taxes
Employee hours tax
City business license tax

Effective: May 15, 2007.

chapter 48.14 RCW;
chapter 82.21 RCW;
chapter 82.19 RCW,
RCW 70.149.080;
RCW 67.16.100;
chapter 82.23A RCW,
chapter 82.16 RCW,
chapter 82.45 RCW:
chapter 82.26 RCW,
chapter 82.12 RCW;

.chapter 82.14 RCW,

SMC 5.48.0.0;
chapter 82.46 RCW,;
SMC 5.37.030;
SMC 4.45.050.
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THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-065

DIRECTOR'S CERTIFICATION

I Dwight D. Dively, Director of the Depaitment of Finance of the City of Seattle, do hereby certify under
penaity of perjury of law, that the within and foregoing is a true and cor:<c: copy as adopted by the City of
Seattle, Department of Finance. :

DATED this U _day of May, 2007,

CITY OF 3EATTLE,
a Washington muriicipalit

-

Dwight D Dively, Direoted
Department of Finance

By:
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STATE OF WASHINGTON - KING COUNTY

--S88.

209880 No. MAKING HEARING

CITY OF SEATTLE:REVENUE &
Affidavit of Publication

The undersigned, on oath states that ke is an authorized reprzsentative of The Daily Journal of

Commerce, a daily acwspaper, which nswspaper is a legal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during all of said time was printed in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Jovmal of Commeice was on the 12 day of June, 1941, approved as a legat

newspaper by the Supericr Court of King Couaty.

The notice in the exact form annexed, was published in regular issuss of The Daily Journal of
Comzaerce, which was regularly distributed to its subscribers daring the below stated period. The annexed

notice, a

CT:NOTICE PROPOSED RULE
was pubiished on

04/11/07

The amount of the fee charged for the foregoing publication is the sum of $ 139.50, which amount
has been paid in full. )
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K ’? Z Subscribed and swomn to befare me on
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-__City of Seattle

NOTICE OF PROPOSED RULE
MAKING HEARING

AN OPPORTUNITY TO COMHENT

‘The Director of Finance, acting under the
authority of Sesttle Municipal Code Chapters
292 an &, propoé s to adopt new rulcs fur
impl ng the Seattle Busi License

Chapter 5.43). Please note that although
these rules are applieable ta SMC 5.45. the
individual rules may also apply to other chap-

not limited to, SMC 5.3C { Definitions). SMC
5.32 (Revenue Code). SMC 5.35 (Commercial
Parking Tax). SMC 5.37 (Eraplovee Hours
Tax), SMC 5.40 (Admissions Tax). SMC
5.48 (Business Tax - Utilities). SMC 5.52
(Gambling Tax), and SMC 5.55 (General
Administrative Provisions). The following
rules are proposed for adoption nad will
become effective as of May 15, 200%: +- "+

" Seattle Rule S-QU‘QRules adopted.’:
requirements. " Hentey
Seattle Rule 5100'4" Penaltiés. .

requirements.

a~3TEMments.

_Seattle Rule 5.033 When tax liabilicy
arises. PR
rying charges, interest, and penalties.

Seattle Rule 5-37 Accounting methods.

ish

d from persons ;
Seattle Rule 3-042 Sutcgsau;} 8 Iqilit');.
Seattle R{xlé 5-044 Yalve'of proéucn;

Seattle Rule 5-064 Credit losses, bad
dehbts, recoveries.

Seattle Rule 3-065 Taxes, deductible and

nondeductible. -
Seattle Rule 5.067 Accommodation
sales. S A

Seattle Rule 5-068 Pcol purchases.

Seattle Rule 5-125 Casual or isolated
sales. . -

Seattle Rule 5-275 Installing, cledning,
d————=—— repairing or otkerwise altering or improving
P | property of : S
Seattle Rule §-276 Constructing and
regairing of new or existing buildings or
ather structures upon real property.

Seattle Rule 5-500 Coﬁ:puter software.
Seattle Rule &

301 Computer hardware.

Seattle Rule 5-502 Taxation of informa-
tion services aud computer related services.

Seattle Rule 5-804 Staffing businesses,
. staffing services.

Geattle Rule 5-921 Exemdptions, ‘deduc-
tions o-.d credits avaiiable under the employ-
‘ee hours tax. .

PUBLIC EEARING AND COMMENT:
The Department of Executive Administratien
nas scheduled a public hearing on the pro-
posed rule changes for 1:05 p.m. to 3:00 p.m.,
on Monday, April 30, 2007. The hearing will
be held in a conference rcam on the 10th (loor
of the Seattle Municipal Tower, Suite 40986,
located at 700 Fifth Avenue. AH interested
persons are invited to present data views,
or arguments, with regard to the proposed
tules, arally at the hearing, or in writing at
or before the hearing.

Written comments should be mailed or
delivered to:

Department of Executive
Administration Attn.; Mel McDonald,
Deputy Director Revenue and Consumer
Affairs 700 Fifth Avenue - Suite 4250
P.0. Box 34214 Seattle, Washington
95124-4214 .

The public may inspect copies of the pro-
posed rules at the Revenue and Consumer
Ailairs oifices, 700 Fifth Avenue, Suite 4250.
1f you would like a copy of the proposed rules,
please call (208) 233-0071, FAX (206) 684.
5170. email: rea.bizlictxZseattle gov. or sub-
mit a written request to the address ahove,

Dwight D. Dively, . Director,
Department of Finance

Date of publicztion in the Seattle Daily
Journal of Commerce, April 11, 2097,
4/11(209880]

S. _ie of Washington, King Covuty

Tax Ordinance (Seattle Municipal Code. -

ters of the City's Tax Code, including, but *

Sestile RuleriﬂQZ' Dhisiness lj;éﬁse

Seattle Rule -5-008 Recdrdrkeepvi_ng‘,

Z:aitle Rule 5-009 Liiitations on tax =

Seattle Rule £-034 Finance chsrgés.rck;- ‘

Seattle Rule 5-039 Employees distin- |
mn busi
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Saeattie Rule 5-067 Accommodation sales, exchange of fungible grodugpsgz’.‘ RIS

()

?

3

@

THE CITY OF SEATTLE
DIRECTOR’S RULE L, e o
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE ‘ R
RULE 5-067

i

Introduction. In generai, .. - sellers who sell tangible personal property at cost to another
seller of the same kind of tangible p~~sonal property to fill a sales order for its customer as
described herein may claim an accommaodation sale exemption.

Exchanges of fungible products are taxable unless they meet the criteria of an accommodation
sale or qualify for some other exemption or deduction. (Refer to section 4 for rnore information.)

Definition. As used herein:

(a) "Accommodation sales" means only sales for resale by persons regularly engaged in the
business of making retail sales of the type of property so sold io other persons similarly
engaged in the business of selling such property where:

(1) The amount paid by the buyer does not exceed the amount paid by the seller to
his vendor in the acquisition of the articte; and

(2) The sale is made as an accommaodation to the buyer to enable the buyer to fill a
bona fide existing order of a customer or is made within fourteen (14) days to
reimburse in kind a previous accommodation sale by the buyer to the seiler.

Provided, that where the seller holds itself out as being regularly engaged in tie business
of making sales at wholesale of such property, such sales shall be included in its principal
business activity, and not exempt from tax. (See SMC 5.45.090 Z).

Business license tax and accommodation sales. In computing tax under the retailing
classification, receipts from accommodation sales mav be excluded from the reported gross
receipts amount. Each saller claiming this exemption must retain sufficient evidence to prove the
nature of the fransactions as a part of his sales records to qualify for this exemption.

Requirements for exernption. The following conditions must be satisfied for the exemption to
apply:

(a) Amount paid by buyer may not exceed amount paid by seller. The amount the buyer
pays to the seiler may not exceed the amount the seller paid to the seiler's vendor in the
acquisition of the property. A seller that manufactured the property sold cannot claim the
exemption because the property has not been acquired from a vendor.

(i) Expenses associated with preparing property for sale. Under some
circumstances, a seller may add reasonable expenses to the invoice cost of the
article sold in connection with an accommodation sale, including but not limited
to, actual freight or delivery costs incurred by the seiler and billed as such to the
buyer. The specific facts concerning such additional costs must be submitted to
the Director for a tax determination prior to claiming the exemption.

(ii) Holdbacks or discounts. The amount paid by the szller inay not be reduced by

the amount of any manufacturer's holdbacks or discounts received after an article

has been sold even though the seiler may retain such holdbacks or discounts.
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(b)
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THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RuLE 5-067

Sale is an accommodation to fill an existing order. The sale must occur as an
accommodation to allow the buyer to fil! a bona fide existing order of a customer or occur
within fourteen days to reimburse in-kind a previous accommodation sale by the buyer to
the seller. A bona fide existing order is present if there is a commitment by the buyer's
customer to purchase the property. The buyer must retain records demonstrating the
customer's commitment to purchase, such as a written agreement or deposit.

For example, Recreational Vehicle Dealer A purchases a fifth-wheel trailer from
Recreational Vehicle Dealer B as an accommodation. Ten days later, Dealer A sells a
travel trailer to Dealer B as reimbursement in-kind of the previous accommaodation sale.
For Dealer A to claim the business license tax exemption for the sale of the travei trailer
to Dealer B, Dealer A must keep sufficient records to document a bona fida existing
customer order for the fifth-wheel trailer purchased from Dealer B.

Documentation. A person claiming the exemption for an accommodation sale must
maintain sufficient documentation te verify the exemption. In addition to the
documentation noted above estabiishing, where pertinent, the existence of a bona fide
existing customer order, this documentation must also include:

(i) The buyer's name and address;

(i) The seller's name and address;

iii) The buyer's UBl/tax registration number;

(iv) Description of the property purchased, including make, model, and serial
numbers as appropriate;

(v) The date of purchase and the purchase price;
(vi) A statement by the buyer as to whether the purchase is to fill a bona fide existing
order or to reimburse a previgus in-kind accommodation sale, inciuding

information identifying the previous accommodation sale; and

(vii) The buyer's signature and title.

Exchanges of fungible products. Persons engaged in the selling and distributing of fungible
products often enter into exchange agreements. An exchange is a sale regardless of whether it
results in a profit because a transfer cf the ownership of, title to, or possession of property for
valuable consideration occurs. SMC 5.30.050. Exchanges are subject to the B&O tax unless
otherwise exempt by law.

)

(b)

Fungible product defined. Fungible products are products that lose their physical identity
to the point that they cannot be distinguished from like-kind items when commingled.
Examples of furgible products include gasoline, bulk oil products, grains, logs, wood
chips, fruits, and vegetables.

Exchange agreements. Under typical exchiange agreements, a person is required to
furnish products to another person selling and distributing the same products, sometimes
receiving payment in-kind or with a substitute product at a later date. Exchange
agreements may require the person to arrange for direct delivery from his or her vendor
to the third party distributor. In some cases, actual title and/or possession of the product
rmay pass directly from the vendor to the third-party distributor.

‘3OILON
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THE CITY OF SEATTLLE
DIPECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-067

Persons exchanging fungible products often do so on a regular and continuing basis to
cover shortages occurring because of a lack of storage or production facilities, and/or to
effect savings in transportation costs. Exchanges may be carried as loans on the books

of account (in which case the exchanges are often referred to as "inter-company loans").

Products acquired via an exchange may or may not be carried as regular inventory on
the books of account.

(c) May an exchange of fungible products qualify as an accommagdation sale? The fact that
the product sold is a funzible product does not preclude a claim that the sale is exempt
as an accommodation sale. However, such a claim will be recognized only if the
requirements as sst forth above in this 1ule are m=t.

Effective: May 15, 2007.
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THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RuULE 5-067

DIRECTOR'S CERTIFICATION

| Dwight D. Dively, Director of the Department of Finance of the City of Seattle, do hereby certify under
penal'y of periury of law, that the within and foregoing is a true and correct copy as adopted by the City of
Seattle, Department of Finance.

' DATED this __{%w_day of May, 2007.

CITY OF SEATTLE,

' a Washington municipality -
By: ‘

Dwight D. Bively, Director—~J
Department of Finance
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STATE OF WASHINGTON — KING COUNTY

--§8.

200880 No. MAKING HEARING
CITY OF SEATTLE:REVENUE &
Affidavit of Publication

The undersigned, on oath states that he is an authorized representative of The Daily Journal of
. Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
7. and has been for more than six months prior to the date of publication hereinafter referred to, published in
* - the English language cortinuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during all of said time waz printed in ap office maintained at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12% day of June, 1941, approved as a lezal
newspaper by the Superior Court of King County.

The notics in the exact form annexed, was published in regular issues of The Daily Journal of
_ Commerce, which was regularly distributed to its subscribers during the below stated period. The annexed

notice, a
CT:NOTICE PROPOSED RULE
was published on

04/11/07

The amount of the fee charged for the foregoing publication is the sum of § 139.50, which amount

has been paid in full. /
. e st iz, /_,;\ "
ST SRR AL “* . P

£ (3 (273 > i)
i Lesiatenny v fr,
i e ey, )
i v W T Subscribed and sworn to/ re me on
wTARY v 2 '
— é g. 04/11/07 :{ )
ﬁya‘_\ﬁ N ‘5' =: /(/ < ay T
2, S S > /
‘? 2k 'L::‘:"' c';‘ & Notary pulilic for the Stateof WagHington. 4
& gt
eefuddenlga e régiding in Seatt 4

* Tl A et
Affidavit of Pilfichimma
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S{ e of Washington, King Cou. ly

City of Seattle

NOTICE OF PROPOSED RULE
- ‘MAKING HEARING

AND OPPORTUNITY TO COMMENT

The Director of Finance, ecting under the H
if Seattle Municipal Code Chanbters : B
. proposas to adopt rew rlcs fur -
ing the Seattle Busi License
Tex Ovdinance (Seattle Municipa) Cod., -,
Chapter 5.45). Please note that although |
these rules-are applicable to SMC 5.45, the ~
individuaj rules may also apply to other chap-
ters of the City's Tex Code, including, but :
nat limited to, 8MC 5,30 (Definitions), SMC * .
5.32 (Revenue Code). SMC 5.35 (Commercial '

Parking Tax), SMC 5.37 {Emplcyee Hours
Tax), SMC 5.40 (Admissions Tax), SMC-
.48 (Business Tax -- Utilities); SMC 5.52
(Gamlling Tax), and SMC.5.33 {Generzl
Administrative Provisions). The following
rules are proposed for sdoption and will =
become effectiva as of May 13, 2007:+.7 ¢

" Seattle Rule 3-000 Rules adopted. -
Seattle Rule’ 5.002 Busi

FOLLON

requirements. -+ -
Seattls Rule §—0d7 Penalties. )
Secttle Rule .5.008 Recordkeeping.
requirements. . - - SR
Seattle Rule |
asgessments.’” o
Seattle Rule 5:033 When' tax
aviges. ;4 s

S
55~ license .

Seattle Rule 5-034‘Fina‘nce’ charges, car-
rying charges, interest, and pgnalties.— R
Seattle Rile 5-097 Accounting methdds.
- Seattle Rule'5-039 Employees distini-
H guished from persons engaging in business,
- Seattle Rule

. Seattle Rﬁlg' -044 Value o’fprq‘drucrlvs. .
, N - Seattle Rule 5.064 Credit fossés. bad

H debts, recoveries, -

Seat:le Rule 5
nondeduciible:

Seattle
sales. v

Seattle Rule 5-068 i’wl purchase: .
lSesttle-Rule 5125 Casual or isolated
ales. . oL 0 G- e -

LIRSS

42 Successor lin:uﬂllz

65 Taxes, deductible and

Rulg 5-067 Accqmmédr. tion

"'” Seattle Rule 5-275 Installing, tiédsitig, © .
repairing or otherwise altering or improving r
spersonal property of consumers,
Seattle. Rule 5:276 Constructing and
jlcﬁairing of mew or existing buildings or
other struc(pres upun real property.. -

"INHINND0A JHL 40 ALITVAD 3HL 0L 3na sI
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Seattle Rulé 5-500 qu‘i'tpﬁter"sizftwiare. i
Seattle Rulé 3-501 Camputer hardware.

Seattle Rule 5.502 Taxatjon of informa- i
tion services and contputer related services, y

Seattle Rule 5-804 Sialﬁng bbuai‘ness'e:s,
staffing services.

Seattle Rule 5-921° Exe}ndp!ions. deduic-
tions and credits available under the employ-
ee hours tax. :

PUBLIC HEARING AND COMMENT:
B The Department of Ezecutive Administration
i has scheduled a public hearing cn the pro.
H posed rule changes for 1:00 p.m. to 2:00 o.m.,
on Monday, April 30, 2007. The hearing will
be held in a conference caom on the 10th floor
cf the Seattle Municipal Tower, Suite 4096,
located at 700 Fifth Avenue, All interasted
H gersons are invited to present data, views,
¢ or arguments, with regard to the proposed
rules, orally at the hearing. or in writing at
or befare the hearirg, -

Written comments should. be mailed or
delivered to: ~ -~ -

Departmeat .- of Executive -
Administration Attn.: Mel McDoaald,
Beputy Director Revenue and Consumer
Affairs 700 Fifth Avenue - Suite 4250
. . P.O. Box 34214 Seattle, Washington
- i : : 98124-4214 e
i : The public may inspect copies of theé pro-
posed rules at the Revenue and Cousumer
Affairs offices, 700 Fifth Avenue, Suite 4250. . *
[ you would like a cupy of the Fpr?osed rules, F * 1
- . please cail (206) 233-0671, FAX (206) 684- \
[

5170, email: rea.bizlictz@seattle.gov, or sub- .
mit a written request to the address above. .

Dwight D. - Dively. . Dircctor,
- Department of Finance
Date of publication in the Seattie Daily .
Jourral of Commerce, April 11. 2007.
i 4/11(209380) t R




THE CITY OF SEATTLE Co
PIRECTOR’S RULE )
IMPLEMENTING SEATTLE BUSINESS TAXORDINANCE e
RULE 5-068 .o A

Seattle Rule 5-068 Pool purchases. ST

(1)

(2)

©)

1 IR WL TAN
Introduction. This rule explains Seattle’s busir ess ficense tax exemption requirements wiih
regard to pool purchases.

Definitions,

(a) The term “pool purchase” means the joint purchase by two or more persons engaging in
independent business activities, of commodities in carload ar truck load quantities for the
purpose of obtaining a purchase price or freight rate which is less than when purchased
or delivered in srnaller quantities.

(b) The term "principal member® means that member of the peol to whom the goods are

charged by the vendor of the commodities ourchased.

Deduction. In computing tax fiabitity of the principal member under Seattle Municipal Code
chapter 5.45, there may be deducted from gross proceeds of sales the amount received by the
principal member from other members of the pooi of their proportionate share of the cost thereof
of the commaodities purchased.

(a) This deduction is allowed only when all of the following conditions are met:
{) The amount received is included in gross proceeds of sales;

(i) The pool purchase agreement was entered inte prior to the time of placing the
order for the commaodities purchased;

(iii) The peol purchase agreement provides that each member shall accept a specific
portion of the shipment; and

(iv) Division of the shipment is made prior to warehousing of the commodities by a
member of the pool.

(b) In no event will a "pool purchase” deduction be allowed when an agreement relative to
the amount of the share to be distributed to any member is made afier the date of the
purchase order, or where one member of a pool pays an amount for its portion in excess
of the proportionate amount paid by another member.

Effective: May 15, 2007.

‘FOILON
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THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RuLE 5-068

DIRECTOR'S CERTIFICATIGN

I Dwight D. Dively, Director of the Department of Finance of the City of Seattle, do hereby certify under
penalty of perjury of law, that the within and foregoing is a true and corsect copy as adopted by the City of
Seattle, Department of Finance.

DATED this _14TH_day of May, 2007.

CITY OF SEATTLE,
a Washington municipali

By:

Dwight D. Dively, Directof
Department of Finance
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STATE OF WASHINGTON — KING COUNTY

--88S.

No. MAKING HEARING

265520
Ci1Y OF SEATTLE:REVENUE &
Affidavit of Publication

The undersigned, on oath siates that he is an authorized representative of The Daily Journal of
Commetce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafier referred to, putlished in
the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during all of said time was priated in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12" day of June, 1941, approved as a lega!

newspaper by the Superior Court of King County.

t form annexed, was published in regular issues of The Daily Journal of

The notice in the exac
ted to its subscribers during the below stated period. The annexed

Commerce, which was regularly distribu
notice, a

CT:NOTICE PROPOSED RULE
was published on

04/11/07

The amount of the fee charged for the foregoing publication is the sum of $ 139.50, which amount

has been paid in full.

e Al ,
\‘:‘\'.\“ Vé'.--.,?~4) '}’/,
& S i, 2
R X, Reae P 2, .
FIE i NN Subscribed and sworn to/hefere me on
X Y enmry %
o 1 . M A
= SRV | 0107 AV Ny
; X VUA

7y \c’
o [ZEAN
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.
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S. .te of Washington, King Co. ity
City of Seattle

NOTICE OF PROPOSFD RULE
MAKING 4EARLIG

AND OPPORTUNITY TO COMMENT

The Director of Finance, acting under the
authority of Seartle Municipal Code Chapters
3.02 and 5.55. proposes to adopt wew rulcs for -
implementing the S2attle Business License .
Tax Ordi (Seattle Munieipal Code,
Chaprer 5.45). Please nate that although
these rules are applicable to SMC 5.15, the
individual rules may also apply co other chap-
ters of the City's Tax Code, including, but
nat limited to, 8MC 5,30 (Definitions). SMC
5.32 (Revenue Code), SMC 5.55 (Commercial )
Parking Tax), SMC 5.37 {Employee [Hours
Tax), SMC 5.40 (Admissions Tax). SMC
.48 (Business Tax - Utilities), SMC 5.52
{Gambling Tax), ard SMC 5.55 {Genersl
Administrative Provisions). The following
rules are proposed for adoption 'snd will -
become effective as of May 15, 2007: - ©

" Seattle Rule 5-000 Rules adopleél.

Seattle Rule’ 5-C02 Business license |
requirements, FERNEEE

Seattle Rule 5-u07 Penaitiés! P
Seattle  Rule - 5-008 Recardkeaping
requirements. oo e N
Seattle Rule 5-009 Limitations on tax |
assessments. I B
Seattle Rule 5.033 When' tax hability
ariges. EEEEN LR

Seattle Rule 5-034 Finance charges, car-
rying charges, interest, and penalties. :

Seattle Rule 3-037 Accountinig methods.

< Seattle Rule 5.039 Employees distin- *
guished from persons engaging in busine_§s.

Seattle Rule 5-042 Succetsor Hability. -
Seattle Rule 3-044 Value of pro:lucls.

Seattle Rule 5-064 Credit losses, bad
debts, recoveries. )

Seattle Rule 5.065 Taxes, deductibie and
nondeductible. " -7 Sl e

Seattle . Rule. 5-067 * Accommodation
sales. : : LR
Seatcle Rule 5.068 Pool purchases, :

3eattde Rute 5125 Casnial or isolated
eales, .. .. . - 4

*" Bealtle Rule 6:275 Insialling, T3
———————~— repairing or otherwise altering or mproving,
parsonal property ofconsunigrs‘j T
Seatle Rule 5:276 Constructing and
reﬂﬂiring of new _or existing buildings or
ather strucluresrupon real property. o
Seattle Rule 5.500 Compiter software.
Seattle Rule 5-501 Computer hardware.

Seattle Rule §-502 Taxation of informa:
tion services and computer related scrvices,

Seattle Rule 5-804 Staffing b\;sinésses.

staffing sarvices.
Seattle Rule 5-921 Exemrtions.:ﬂeduc-‘

tions and credits available under the emplcy-
ez hours tax.

PUBLIC HEARING AND COMMENT:
The Department of Executive Administration
has scheduled a public hearing on the pro-
posed rule changes fer 1:00 p.m. to 5:00 p.m.,
on Monday, April 30, 2€07. The hearing will

held in a conference room on the 40th floor
of the Seattle Municipzl Tower, Suite 4096,
located at 700 Fifth Avenue. All mterested
persons are invited to present. datu. views,
or arguments, with regard to the proposed
rules, orally at the hearing; or in writlug at
ar before the hearing, -

Written comments should he mailed or
delivered to:

Department of - Executive
Administration ‘Attn.: Mel McDonald,
Deputy Di R and C

Affairs 700 Fif:h Avenue - Suite 4250
PO. Box 34214 Seattle, V/ashiazgton
98124.42'4 §

The public may inspect zopies of the pro-
posed vules at the Revenue and Consumer
Affairs offices, 700 Fifth Avenue, Suite 4250.
If you wouid like a co / of the proposed rules,
please call (206) 233-0C71, FAX {206) 684-
5170, email: rea.bizlictx@seuttle.gov. or sub-
mit a written request ts the address ahove.

Dwight D.  Dively, Director,
Department of Finance .

Date of publication in the Seatile Daily
Journal of Comm:erce, April 11, 2007.
4/11{209880)




THE CITY OF SEATTLE

DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE )
RULE 5-125 O e A
Seattle Rule 5-125 Casual or isolated sales. N ey

M

Y PR
Wb b aslinun
Generally.

Any sales which are routine and continuous must be considered to be an integral part of the
business operation and are not casual or isolated sales.

Furthermore, persons who hold themselves out to the public as making sales at retail or
wholesale are deemed to be engaged in the business of selling, and sales made by them of the
type of property which they hold themselves out as selling, are not casual or isolated sales even
thougn such sales may not be made frequently.

In addition, the sale at retail by a manufacturer or wholesaler of an article of merchandise
manufactured or wholzsaled by the seller is not a casual or isolated sale even theugh the seller
may make but one such retail sale.

(2) Business license tax.

The business license tax dcee not apply to casual or isolated sales pursuant to SMC 5.45.080 X.

Effective: May 15, 2007.
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THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-125

DIRECTOR'S CERTIFICATION

| Dwight D. Dively, Director of the Department of Finance of the City of Seattle, do hereby certify under
penalty of perjury of iaw, that the within and foregoing is a true and correct copy as adopted by the City of
Seattle. Department of Finance.

DATED this {4 day of May, 2007.

CITY OF SEATTLE,
a Washington municipali

By:

Dwight D¥Dively, Direttor

Department of Finance

[ {]
'
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STATE OF WASHINGTON - KING COUNTY

- =35

209880 WNo. MAKING HEARING
CITY OF SEATTLE:REVENUE &

Affidavit of Publication

The undersigned, on oath states that he is an authorized representative of The Daily Journal of
Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language continuously as a daily newspaper in Seattle, King County, ‘Washington, and it is now
and during all of said time was printed in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12 day of June, 1941, approved as a logal

newspaper by the Superior Court of King County.

The notice in the exact form annexed, was published in regular issues of The Daily Journal of
Commerce, which was regularly distributed to its subscribers during the below stated period. The annexed

notice, a
CT:NOTICE PROPOSED RULE
was published on

04/11/07

The amount of the fee charged for the foregoing publication is the sum of $ 139.5C, which amount

has been paid in full. \
) R Wity /
. W b, M
. \\\\\‘ Q‘“ A_ P"‘:"’I /\

v S,
H "y w:-..' N o % .
: § iﬁ'_.-’&““ K -? ”g Subscribed and sworn re me on
§ i< peTARY T =
R 3 z 04111007 S Z V't
= % & \"] = 7 7
% on0n (EIR oiz§ ] \ k./
’r,":j?‘-'.i 'E'}Z"C;\,\‘} Notary pulllic for the State/of Waghington,
a0, 24 o )
75, L8 presiaie Q\‘&'\\‘ régiding in Seatt
s 2 £?{? §Fﬂ‘\€5 er
Affidavit o f’ﬂ)}gaﬁgm\\ :
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Si. & of Washington, ng Cou. .y

rying charges, interest, and penalties.

.p ! propercy of

City of Seattle

NOTICE OF PROPOSED RULE
MAKING HEARING.

AND OPPORTUNITY TO “O\lMENT

The Director of Finance. acting undcr the
authorxty of Seattle Municipal Code Chapters

2 and 5.53, propoees ro adept new rules fir *
lmplement-ng the Seattle Business Llcense .

ax Ordi (Seattle Manicipal Code,
Chapter 5.45). Please note that although
these Tules are appiicable to SMC 5.45, the
individual rules may also apply ts ather chap-
ters of the City's Tax Code, inciuding, hut

not limited to, SMC 5.30 (Definitions), SMC -

5.32 (Revenne Code), SMC 5.35 (Commaercial
Parking Tax), SMC 3.37 (Emplovee Hours
Tat) SMC 5.40 (Admissions Tax), SMC
5.48 (Business Tax - Uuhnes) SMC 5.52

{Gambling Tax), and SMC 5.55 (General -

Administrative Provisions). The followiug

rules are propused for adoption and w\ll .

beceme effective asof May 15, 2007:
Seattle Rule 5-000 Rules adepted.

Seattle Rule a002 Business_licsnse
rEqulrements

Seattle Rule 5- 00: Penalues:

Seattle Rule 5-008 Becordkav.pmg
requireinents. '+

Seattle Rl.le 5- 009 lemmun un tax |

assessments.

arises,

Seattfe Rule 5-034 Fmance charges, car-

~ Seat:le Rule 5-037 Accounung methods.

_Seartle’ Rule 5-059 En-pluyees distin- *

hed from persons

Seattle Rule 5- 042 Successor Ilahlh!y
Seattle Rule 5- 044 Value of pruducu

Seatde Rule 5- 064 Credu lusses, bad
debts, recoveries.

Seattle Rule 3- 065 Taxe
nondeductible. <~

Seattle Rule 5~067 Accommbdn!ian
sales,

Seattle Rule 5- 068 Pool purchaces

Seatr.le Rule 5 125 Cusual or isolated
sales.

- Seattle Rulé 5. 27) lnstallmg, cle '
repairing or otherwise altering or improving

aEduéziple' i

Seartfe Rule 5-276 Construcnn" and
epairing of new or existing buxldmgs or
other structures upon rsal property.

Seaitie Rule 5-5(0 Computer software. :
Sea:tle Rule 5- 501 Campuger hardware.

Seattle Rule 5-502 Taxation 6l'informu-
tion services and computer telaled servicas.

Seattle Rule 5-304 Stafﬁng busmesses.
staffing services, :

Seattle Rule 5. 921 Exem| nuns. deduc-
tions and credits available under the employ-
2e hours tax.

PUBLIC HEARING AND COMMENT:
The Department of Executive Administration
has scheduled a public hearing on the pro-
posed rule changes for 1:00 p.m. to 3:00 p.m.,
on Monday, April 30, 2007. The hearing will

held in a conference roomi on the 40th floar
of the Seattle Municipal Tower, Suite 4096,
located at 700 Fifth Avenue. All interested
persons sre invited to present data, views,
or argumeants, with regard to the proposed
rules, orally at the hearing, or in wrmng at
or befaore the hearing.

Written cnmmenls should be mmle:l or
delivered to:

Depnrtmen! of. Executive
Administration Attn.: Mel McDonald,
Deputy Director Revenue and Consamer
Affairs 790 Fifth Avenue - Suite 4250

P.O. Box 34214 Seattle, Washington
98124-4214

The pubhc may inspect copies of the pra-
posed rules at the Revenue and Consumer
Affairs offices, 700 Fifth Avenue, Suite 4250.
It you would like a copy of the preposed rules,
please rall (2066) 233-0071, FAX (206) €84-
5170. email: rca.bizlictx@seattle.gov. or sub-
mit a written request to the address above.

Dwight D. Dively, BDirector.
Department of Finance

Date cof publication in the Seattle Daily
Journal of Commerce, April 11, 2607.

4/11(209880)

eanle Rule 5. 033 When tax llabxhly .
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THE CT' Y OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-275 ORI e 1

Seattle Ruie 5-275 Installing, cleaning, repairing or otherwise altering or improving personal

(1

2)

(3)

4

(5

property of consumers. AT
\._/1; F NS

Retailing. Persons installing, cleaning, constructing, imprinting, decorating, beautifying, repairing
or otherwise altering or improving targible personal property of or for consumers are taxable
ur..er the retailing classification upon the gross proceeds received from the performance of such
activities upon tangible personal propeny.

The following illustrates activities conducted upon iangible personal property which are taxable
under the retailing classification:

(a) Laundering, dyeing and cleaning;

(b) Boat repairing;

{c) Shoe repairing and shining;

(d) Aliering or repairing wearing apparel;

{e) Automobile repairing, washing and painting;

f) Cleaning or repairing tangibie personal property which is or has been attached to real

property such as oil tanks, septic tanks, sewer systems, and sewer lines;

(g) Repairing of any tangible personal property, such as computers, radios, home
appliances, machinery, watches, jewslry, and other items; and

Wholesaling. Persons rendering any of the above activities for persons other than consumers
are taxable under the wholesaling classification upon the gross proceeds of sales received for
each such activity. Sales to persons of materials, which are resold as a part of an article of
tangible personal property being repaired, aitered or improved, are taxable under the wholesale
classification. Therefore, upor: the purchaser giving a resale certificate to the seller, the seller's
gross proceeds from the following sales would be taxable under the wholesale classification:

(a) Sales of parts or paint to an automotive repairman,

(b) Sales of lumber, chandlery, etc., to a boat repairman;

(c) Sales of shoe findings, thread, nails, polish and dyes to a shoe repairman; and
(d) Sales of solder, wire, condensers, etc., to a radio or television repairman.

Taxpayers subject to this rule must include within the gross proceeds of sales all charges for
activities conducted upon such tangible personal property and ali charges represeniing expenses
recovered in connection with such activities, such as transportation, hotel, and restaurant,

charges, etc.

Persons residing outside of Seattle may ship articles of tangible personal property into Seattle to
be repaired, cleaned or otherwise altered, and thereafter returned to them. The retailing business
license tax applies to charges made for the labor and/or the matesials used in the repair, cleaning
or altering aciivities, and no interstate deduction is allowed.

{ o wxability of warranties and maintenance agreements see Seattle Rule 5-133.

Effective: May 15, 2007.
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THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-275

DIRECTOR'S CERTIFICATION

i Dwight D. Dively, Director of the Depariment of Finance of the City of Seattle, do hereby certify under
penalty of perjury of law, that the within and foregoing is a true and correct copy as adopted by the City of

_Seatlle, Departmert of Finance.

DATED this _{47# _gay of May, 2007.

CITY OF SEATTLE,
a Washington municipali

By:

Dwight D. Dively, Director
Department of Finance
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STATE OF WASHINGTON — KING COUNTY

--§8.

209880 No. MAKING HEARING

CITY OF SEATTLE:REVENUE &
Affidavit of Publication

The undersigned, on oath states that Le is an authorized representative of The Daily J ournal of
Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for moze than six months prior to the date of publication hereinafter referred to, published in
the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during ali of said time was printed in an office maintained at the sforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12™ day of June, 1941, approved as a legal

newspaper by the Superior Court of King County.

The notice in the exact form annexed, was published in regular issues of The Daily Journa! of
Commerce, which was 1egularly distributed * *ss subscribers during the below stated period. The annexed

notice, a
CT:NOTICE PROPOSED RULE
was published on

04/11/07

The amount of the fee charged for the foregoing publication is the sum of § 139.50, which amount

has been pa.c in fall. Vs
. T \\\\\“"ll""'
SONERA. gy, ' /
# SR RN
H & Q} o e‘\ nte P 7, .
oSS % 2 Subscribed and sworn t re me on
T Y gemaay % 2
= 3 we T = (
S § weee i = 0411107 SV '
EA Y Bya® i = v\/& '/{ = 7
Z he YaN? L fm = / N\ U )
EXSN SRS . /
% };-,5"3_5"*‘}_'3’.&6:;\\\* Notary pullc for the State/bf WasHington, Z
55 8 F\s* \\\\ ré@g)‘ Seatt
Affidavit ofPablis e
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‘te of Washington, King Co.__ity

City of Seattle o

NOTICE OF PROPOSED L.ULE
. . MAKING HEAKING

AND OPPORTUNITY TO COMMENT

By The Director of Finance, acting under the

= authority of Sesttle Municipal Code Chapters
3.02 and 5.55, proposes te adopt new rules for -
implementing the Seattle Business Licenge
Tax .Ordinance {Seattle Municipal Code, ©
Chapter 5.45). Please note that a!thouih
these rules are arplicable to SMC 5.45, the
individual rules may also apply to other chap-
ters of the City’s Tax Code, including, but :
not limited to, SMC 5.30 (Definitions), SMC. .
8.32 (Reverue Code), SMC 5.35 (Commervial s

Parking Tax), SMC 5.37 {Employee Hours N
Tax). SMC 5.40 (Admissions Tax). SMC
5.48 (Business Tax - Utilities). SMC 5.52
(Gambling Tax), and SMC 5.55 {General
Administrative Provieions). The following
rules are proposed for adoption and will
become effeccive as of May 15, 2007: - ¢

" Seattle Rule §-000 Rulg:s adoliteci.v N
Seattle’ Bule 5-002 Business license
requirements. -’ SRR :
Seattle Rule 3.007 Penalties. -~ - i
Seattle Rule -5-008  Recordkeeping
requirements, : °- .
Seattle Rule 5-009 Lim
asdessments, -’ o SN
Seattle Rule 5.033 When' tax lidbility
ariges. oL P

5
d
]
m

_Seattie Rule 5-034 Finance charges, car-
ryving charges, interest; and penalties.

7 Seattle Rale 5-037 Accounting methods.

T Searige Rule 5-038 Emjﬁ!o);eeﬁs‘ distin. |

Buished from persons engaging in business.

¥ Seaitle Rule 5,042 Sutcessor | o
Seattle Rule '5'-‘644'Vah‘xer o(f;rc\ziuct

Seattle. Rule 5'064 Credit losses: Iia’d
debts, recoveries. - : ! :

, ! Seattle Kule 5-065 Taxes, deduétible ah}d,
| )
H

nondeductible, »

Seattle - Rule 5-067 . Accommcdation
sales. ST L .

Seatile Rule 5-068 Pool purchases,

Seattle Rule 5.125 Casual or- isolated.
3ales. - el A ’
- I Seattle Rule §-275 lnstsliing. cle:
repairing or otherwise altering or imp:
: I propeity of consum; e
Seattle Rule 5276 Constructing snd

reﬁairing of new or.existing huildings. or
other structures upon geal property. :

*LNSNNO0Q IHL 40 ALITYND SHL 01 3na SI LI
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Seattle Rule 5-500 Computer scftware. i
Seattle Rule ‘5-5071' Computer hardware.

Seattlo RI:II‘E 5-502 Taxation of jnforma. . ¥
tion services end computer related services. :

Seartle Rule 5-304 Slafﬁn§ husiﬁésseé,
staffing services, . ..~ - : :

Seattle Rule 5-921 ExemJni'ms. “deduc-
tions and crcdits available under the employ-
e¢ hours tax.

: . PUBLIC HEARING AND COMMENT-
H The Department of Executiva Administration
H has scheduled a public hearing on the pro-
posed rule chenges for 1:00 p.m. to 3:00 p.m.
on Monday, April 30, 2007. The hearing will
be held ina conference room on the 40th floor
of the Seattle Municipal Tower, Suite 4096,
located at 700 Fifth Avenue. All interested

H persons are invited to present data, views,

. H or arguments, with rog-1rd to the proposed

L rules, csally at the hearing, or in writing at
: i ' or before the hearing. .

Written comments should be mailed or
delivered to:

Department _ of Executive

‘Administration Attn.: Mel McDonald,

£ Deputy Director Revenue and Consumer

H ) Affairs 700 Fifth Avenue — Suite 4250

2 " . P.0. Box 34214 Seatile, Washington
z - 98124-4214

; The public may inspect copies of the pro-
3 R posed rules at the Revenue and Consumer

Affairs effices, 700 Fifth Avenue, Suite 4250, N ‘
g if you would like a copy of the proposed rules,
i . please cali (206) 233-G071, FAX (206) 684-
i 5170, email: rea.biziictx@seattle.gov. or sub-
5 mit a written request to the address ahave.

Dwight D. Dively, Director,
Depariment of Finance

Date of publication in the Seattle Daily
Journal of Commerce, April 11, 2007.

4/11(203880)




THE CITY OF SEATTLE ’ -
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE e
RULE 5-276 .

Seattie Rule 5-276 Constructing and repairing of new or existing buildings or. other sgru}:iures

upon real property (including property owned by governiéntal entities).

1) Definitions. As used herein:

(&)

(b)

(c)

(d)

(e)

The term “"prime contractor" means a person e.ngaged in the business of performing for
consumers, the constructing, repairing, decorating or improving of new or existing
buildings or other structures under, upon or above real property, either for the entire work
or for a specific portion thereof. The term includes persons who build, repair or improve
streets, road, and other transportation infrastructure for governmental entities, or other
consumers. The term includes persons who for governmental entities or other
consumers contract for the construction or relocation of facilities of any public, private, or
ccoperatively owned utility or transportation entity including but not limited to water
mains, telecommunication infrastructure, electrical infrastructure and sewer lines. The
term includes persons who rent or lease equipment to property owners for use in respect
to constructing, repairing, etc., buildings or structures upon such property, when the
equipment is operated by the lessor.

The word "subcontractor” means a person engaged in the business of performing a
similar service as (1)(a) above for persons other than consumers, either for the entire
work or for a specific portion thereof. The term includes persons who rent or lease
equipment to prime contractors or subcontractors for use in respect to constructing,
repairing, etc., when such equipment is operated by the lessor. When equipment or
other tangible personal property is rented without an operator to contractors,
subcontractors or others, the transaction is & sale ai retail (see SMC 5.30.050 B).

The terms "prime contractor” and "subcontractor” include persons performing labor and
services in respect to the moving of earth or clearing of land, cleaning, fumigating, razing,
demoiition, or moving of existing buildings or structures even though such services may
rot be done in connection with a contract involving the constriicting, repairing, or altering
of a new or existing building or structure as mentioned in 1(a) above.

The term "buildings or other structures” means everything artificially built up or composed
of parts joined together in sorite definite manner and attached to real property. it includes
but is not limited to buildings in the general and ordinary sanse, roads, streets, anc other
transportation infrastructure including street lights, drainage svstems, tanks, fences,
conduits, culverts, railroad tracks, tunnels, overhead and underground transmission
systems, monuments, retaining walls, piling and privately owned bridges, trestles, parking
lots, and pavements for foot or vehicular traffic, runways, water systems, electrical
systems, sewer systems, etc, whether owned by vrivate or public entities.

The term "constructing, repairing, decorating or improving of new or existing buildings or
other structures” (“contracting™), in addition to its crdinary meaning, includes, but is not
limited to:

(i The installing or attaching of any article of tangible personal property in or to real
property, whether or not such personal property becomes a part of the realty by
virtue of installation; the clearing of land arnid the moving of earth;

(ii) The ternm includes the sale of nr charge made for all activities normally taxed
under the service and other classification but rendered in respect to such
constructing, repairing, etc. “Services rendered in respect to” means those
services that are directly related to the constructing building, repairing, improving,
and decorating of buildings or other structures and that are performed by the

1-
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THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-2706

person who is responsible for the performance of the constructing, building,
repairing, improving, or decorating activity. For example, such service charges
as engineering fees, architectural fees or supervisory fées are within the term
when the services are included within a contract for the construction of a building
or structure. The fact that the charge for such services may be shown separately
in bid, contract or specifications does not establish the charge as a separate item
in computing tax liability. (Refer to RCW 82.04.051 and the legislative intent
following that section) .

The term "office” means a place where the contractor holds himself or herself out to the
public for the regular transaction of business. An office has a mailing address and
usually a telephone address, and serves as a location for the central administration of the
coatractor's business and contains general business records. A building or sheiter on a
construction site may constitute an office for purposes of allocating income between
offices in Seattle and also elsewhere (see 4(c and d) below) when the on-site location
has a resident supervisor, is used for a continuous period of at least six months, and the
contractor hires employees or subcontractors and orders supplies and materials from the
site.

(2) Speculative builders.

(a)

As used herein the term "speculative builder® means one who constructs buildings for
sale or rental upon real estate owned by nim or her. The attributes of ownership of real
estate for purposes of this rule include but are not limited to the fallowing:

(i) The intentions of the parties in the transaction under which the land was
acquired;

(i) The person who paid for the land;
(i) The person who paid for improvements to the land; and

(iv) The manner in which all parties, including financiers, dealt with the land.

The terms "sells" or "contracts to seil" include any agreement whereby an immediate right to
possession or title to the property vests in the purchaser.

(b)

(©)

(d)

Where an owner of real estate sells it to a builder who constructs, repairs, decorates, or
improves new or existing buildings or other structures thereon, and the builder thereafter
resells the improved property back to the owner, the builder will not be considered a
sneculative builder. In such a case that portion of the resale attributable to the
construction, repairs, decorations, or improvements by the builder, shall not be
considered a sale of real estate and shall be fully subject to retailing business license
tax. itis intended by this provision to prevent the avoidance of tax liability on construction
labor and services by utilizing the mechanism of real property transfers. (SMC 5.30.050

(B)3)(c)).

Amounts derived from the sale of real estate are exempt from the business license tax.

(SMC 5.45.090 T). Consequently, the proceeds of sales by legitimate speculative

builders of completed buildings are not subject to such tax.
However, when a speculative builder sells or contracts to sell property upon which he is

presently constructing a building, all construction done subsequent to the date of such
sale or contract constitutes a retail sale and that portior: of the sales price allocable to

2.
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3)

4

(e)

THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULES-276

construction done after the agreement shal! be taxed accordingly. Consequently, the
builder must pay business license tax under the retailing classification on that part of the
sales price attributable to construction done subsequent to the agreement.

Persons, including corporations r-.tnerships, sole proprietorships, and joint ventures,
among others, who perform construction upon iand owned by their corporate officers,
shareholders, partners, owners, co-venturers, etc., are constructing upon land owned by
others and are taxable as sellers under this rule, not as "speculative builders."

Business license tax.

(a)

(b)

(c)

Measure of tax. Prime contractors are taxabie under the retailing classification, and
subcontractors under the wholesaling classification upon the gross contract price.

Where no gross contract price is stated in any contract or agreement between the builder
and the property owner, then the measure of business license tax is the total amount of
construction costs, including any charges for licenses, fees, permits, etc., required for the
construction and paid by the builder.

Retailing. Prime contractors are taxable under the retailing classification, and
subcontractors under the wholesaling classification upon the gross contract price. The
retaiiing tax applies in respect to contracis for cleaning septic tanks or the exterior walls
of buildings, as well as to earth moving, land clearing and the razing or moving of
structures, cleaning up construction sites, whether or not such services are performed as
incidents of a contract to construct, repair, decorate, or improve buildings or structures.

Services. The service and other business license tax applies to charges made for interior
design services, janitorial services «:id for the leveling of land used in commercial
farming or agriculture.

Allocation of income.

(@

(b)

(c)

Contracting or_other_activities defined in section 1(e) in Seattle. Every contractor is
subject fo business license tax measured by the gross proceeds of sales derived from
construction, repairing or altering of buildings or other structures located within the City
and/or from a pubiic works contract with the municipal corporation of the City of Seattle.
No deduction is allowed from the gross proceeds of sales for on-site construction
activities in Seaitle, or from a coniract with the City of Seattle itself, because the
contractor may maintain =r. office, incur expsnses, or accompiish preparatory work
outside Seattle.

On or after January 1, 2008, any construction activity located outside Seattle is not
subject to the Seattle business license tax. Constiucting an item of tangible personal
property within Seattie that will then be delivered outside of Seattie to be attached o real
property will be subject to the manufacturing business license tax.

Only office in Seattle. Prior to January 1, 2008, avery contractor, who maintains an office
within Seattle and not elsewhere, is subjact to business license tax measured by:

0} The gross proceeds of sales arising from “contracting” on all buildings or other
structures or with the City of Seattle itself, in Seattle; and
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THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-276

(i) The gross proceeds of sales administered or processed through the contractor's
Seattle office even though the buildings or other structures may be located
elsewhere in Washington.

The contractor may deduct from the gross proceeds of sales taxable under subsection
(4)(c)(ii) (office inside Seattle; consiruction site outside) the proceeds of those sales
which satisfy these criteria:

(A) The contractor derives the sales from “contracting” on buildings or other
stritures lccated in another Washington city:

(B) The contractcr pays a business license fee or tax to the city where the
buildings or other structures are located, and the fee or tax measured as a
percentage of the contracior's proceeds of szies or gross receipts; and

(C) The proceeds of the sales, which are deducted in calculating the City tax,
are used in detesmining the arnount of taxes paid to the other Washington
city.

Offices in Seaftie and elsewhere in Washingtcn. Prior to January 1, 2008, a contractor,
who maintains an office within Seattle and one or more office(s) elsewhere in the State of
Washington, may allocate his or ‘her gross proceeds of sales to reflect the business
artivity rendered at or through each business location.

Effective: May 15, 2007.
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THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE

RULE 5-276

. IMRECTOR'S CERTIFICATION

I Dwight D. Dively, Director of the Department of Finance of the City of Seattle, do hereby certify under
penalty of perjury of faw, that the within and foregoing is a true and correct copy as adopted by the City of

Seaitle, Department of Finance.

DATED this _ 14Tk _day of May, 2007.

By:

CITY OF SEATTLE,
a Washington municipality

SR
Dwight D=bivety, Director )

Department of Finance

~
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STATE OF WASHINGTON — KING COUNTY

--88.

209880 No. MAKING HEARING

CITY OF SEATTLE:REVENUE &
Affidavit of Publication

The undersigned, on oath states that he is an authorized representative of The Daily Journal of
Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language contiruously as a daily newspaper in Seattle, King County, Washington, and it is now

and during all of said tirae was printed in an office maintained at the aforesaid place of publication of this
1941, approved as a legal

newsgaper. The Daily Journal of Commerce was on the 12 day of June,
newspaper by the Superior Court of King County.

The notice in the exact form annexed, was published in regular issues of The Daily Journal of
Commerce, which was regularly distributed to its subscribers during the below stated period. The annexed

notice, a
CT:NOTICE PROPOSED RULE
was published on

04/11/07

The amount of the fee charged for the foregoing publication is the sum of $ 139.50, which amount
has been

paid in full. Z | ‘
AR AL e I\/
WNER A, P, - »

£ 0
¢ S ;
' S*’;’.-"Q\* Q«:';.,. 2 Subscribed and sworn t Ie me on
TS wmr Ty %
S § emee 2 04/11/07 4 5
R ﬁga\_\g i = LZN AWz
Y NS \ g
Z 00 Q’Q} & 3 / \\ /
(’r';‘?}:.'.‘”-’; 24, l!'-"'\g»é‘ Notary pulilic for the Stateof WasHington, Z
g RN régiding in Seatt
. /’6,0.' AS\,‘ \\\\ i
Affidavit of ¥ab ﬁx‘ﬁgm\\
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ki Sggﬂ.lé hul; 5-275 Instaliing,

Sv._Je of Washington, King Cou..ty
City of Seattle —

NOTICE OF PROPOSED RULE
MAKING HEARING

AND OPPORTUNITY TO COMMENT

The Director of Finance, acting under the
authority of Seattle Muricipal Code Chapters

3.02 end 5.55, proposes to adopt new rules fur -
implementing the Seattle Business License .
a) Al

x Ordi {Seattle Municipal Code,
Chapter 5.45). Please note that although
these rules ‘are applicable to SMC 5.43, the
individual rules may also apply to ather chap-
ters of ihe City's Tax Code, including, but

not timited to, SMC 5.30 (Defnitions), SMC

5.32 (Rever.ue Code). SMC 5.35 (Commercial
Parking Tax), SMC 5.37 (Einployee Hours
Tax), SMC '5.40 (Admissions Tax). SMC
5.48 (Business Tax - Utilities), SMC 5.52
(Gambling Tax), and SMC 5.55 (General
Administrative Provisions). The follewing
rules are proposed for adoption and will
became effective as of May 15, 2007: - -

" Seattle Rule’5-000 Rules adgpted.: 77

Seattle RuléY5-002' B',isiiness» liéepse i

requirements.- N

Seattle Rule 5-007 Penalties.

Seattle Rule - 5:008 Reco;dicegping

requirements.

Seattld Rule »5‘;009 Limitations on tax

assessments. -

Seettle Rule 5.035 When' tax liability

aT1ses.

Seattle Rule 5-034 I-;inaﬁ:e c}isrgés’, cRE-

rying charges, intercst; and penalties:

Seattie Rule 5.037 Accounting methods.

Seattle que '5-039 Efrﬁployées distin- 7
ished from 3 ing In busi

Seattle Rule. 5-042 Saccessor listility.
Sexitle Ruls 5-041 Value of products.
Seattle- Rule §.064 Credit losses. bad
debts, recoveries. R A
Seattle Rule 3-06& Taxes, deductible and
nendeductible. N i

s;

Beactle Rule 5-068 Pool purchases, s |
e Rule 5-125 Casual or. i

r or otherwise altering or
personal property of consumers.

Seattle Rule 5:276 Constructing and
repairing of new or existing buildings or
other structures upon real property.

Seattle Riile 5-500 ‘Ccmputer’sbf}w&ue.
Seattle Rule 3-501 Corﬁputgr hgrdwure.
Seattle Rule 5.502 Taxation o?in[ugma-

tion services and computer related services.

Seattle Rule 5-804 Staffing businesses,
staffing services, - . :

Seattle Rule 5-921 Exemptions. deduc-
tions and credits available under'the empley-
ee hours tax. N

PUBLIC HEARING AND COMMENT:
The Department of Executive Administration
has scheduled a public hearing on the pro-
posed rule changes for 1:00 p.m. to 3:00 p.m.,
on Mondey, April 30, 20C7. The hearing will
be held in'a conference room on the 40th floor
of the Seattle Municipal ‘Tower, Suite 4096,
located at 700 Fifth Avenue. All interested
persons are invited to present data. views,
or arguments. with regard to the proposed
rules, orally at ths hearing, or int writing at
or before the heating. .

Written comments shculd be mailed or
delivered to:

Department of Executive
Administration Attn.: Mel McDonald,
Deputy Di R and C

¥
Affairs 700 Fifth Avenue - Suite 4250
P.O. Box 34214 Seattle, Washington
98124-4214

The public may inspeat capies of the pro-
posed tules at the Revenue end Consumer
Affairs offices, 700 Fifth Avenue, Suite 4250.
1f you would like a copy of thepproposed rules.
please eal] (206) 233-0071, FAX (206) 634-
5170, email: zca.biziictx@seattle.gov, or sub-
mit a written request to the address ahove.

Dwight D. Dively, Director,
Department of Finance

Date of putlication in the Seattle Daily
Journel of Commerce, April 11, 20607,

4/11(208E80}

Seattle. Rule 5-067 Accommedation
ales. vy SR . )
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Seattie Ruie 5-500 Computer software.

)

(2)

THE CITY OF SEATTLL
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-500

P T AT
il Lo iy

introduction. This rule explains the business license tax treatment of activities related fo
computer software, and computer sofiware-related services. Such activities include, but are not
limited to, seliing, leasing, manufacturing, installing, repairing, and maintaining computer
software, as well as developing, duplicating, configuring, licensing, downloading, and accessing
computer software.

This rule contains examples that identify a number of facts and then state a conclusion. The
examples should be used only as a general guide. The tax results in all situations must be
determined afier a review of all facts and circumstances.

Definitions.

(a) Automatic data processing equipment. "Automatic data processing equipment” includes
computers used for data processing purposes and their peripheral equipment.

(b) Computer software. "Computer software” is a set of coded instructions designed to
cause a cornputer or automatic data processing equipment to perform a task. All
software is classified as either prewritten or custom. "Computer software" includes only
those sets of coded instructions intended for use by an end user and specifically
excludes retained rights in software and master copies of software. Ccmputer software
does not include data. Computer software may be delivered either alectronically or by
tangible storage media.

{c) Custom software. "Custom software” is software created for a single person. The use of
library files in software development does not preclude such software from being
characterized as custom software, as long as the software is created for a singie person.
For purposes of this rule, "library files” are a coilection of precompiled and frequently
used routines that a software developer can use in developing the software. The nature
of custorn software does not change when ownership is transferred to a person with no
rights retained by the transferor.

(d) Customizing prewritten computer software. "Customization of prewritten computer
software" is any alteration, modification, or development of applications using or
incorporating prewritten computer software for a specific person. "Customization of
prewritten computer software” includes individualized configuration of software to work
with other software and computer hardware but does not include routine installation.
Customization of prewritten computer software does not change the underlying character
or taxability of the original prewritten computer software.

@) Master copies of software. "Master copies of software” means copies of software from
which a software developer, author, inventor, publisher, licensor, sub-licerisor, or
distributor makes copies for sale or license. Development of a master copy of software
by a software developer, or a third party hired by the software deveioper, thatis used to
produce copies of software for sale or commercial or industrial use, is not a
manufacturing aciivity. A third party charge for development of a master copy of software
is a charge for custom software development and is subject to taxation under the service
and other business activities classification.

) Prewritten computer software. "Prewritten computer software” is computer software,
including prewritten upgrades, that is not designed and developed by he author or othar
creator to the specifications of a specific purchaser. The combining of two or more

‘BOILON
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THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-500

prewritten computer software programs or prewritten portions thereof does not result in
custom software. However, cuiiiguration of prewritten computer sofiware to work with
other computer software does constitute customization of prewritten computer software.
Prewritten computer software includes software designed and developed by the author or
other creator to the specifications of a specific purchaser when it is soid to a person other
than such purchaser. Where a person, who is not the author or creator, modifies or
enhances prewritten computer software, that person is deemed to be the author or
creator only of the modifications or enhancements made. Prewritten computer software,
or a portion thereof, that is madified or enhanced to any degree, remains prewritten
computer software, even though the modification or enhancement is designed and
developed to the specifications of a specific purchaser. Whevre there is a reasonable,
separately stated charge or an invoice or other statement of the price given to the
purchaser for the modification or enhancement, the modification or enhancement will not
be considered prewritten computer software.

‘30I1LON

(g) Retained rights. "Retained rights” means any and all rights, including intellectual property
rights such as those rights arising from copyrights, patents, and trade sécret laws, that
are owned or are held under contract or license by a software developer, author,
inventor, publisher, licensor, sub-licensor, or distributor.

(h) Rovalties. "Royalties” are compensation for the use of intangible property including but
not limited to intellectual property, such as copyrights, patents, licenses, franchises,
frademarks, trade names, and similar items. The true object of a trarisaction involving
royalties is to grant an intangible right to reproduce and distribute copies of computer
software fcr cale. 1t does not, however, include compensation for the licensing of
prewritten computer software to the end user. The manner in which computer sofiware is
sold (e.g., volume of transactions, subscription license, term license, or perpetual license)
or the manner in which payment amount is determined (e.g., fixed fee per copy,
percentage of receipts, lump sum, etc.) does not alter the royalty nature of .~ - R
transaction. P
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(i) Site license of prewvitten computer software. “Site license of prewritten computer
software" is a license which provides a consumer acquiring prewritten computer software
with the right to duplicate prewritten computer software for use on its cwn computers,
based on the number of computers, the number of workers using the cornputers, or some
other criteria. A site license agreement may cover one site or mulitiple sites of a '
purchaser.

3) Taxation of custom software, sofiwara training, royalties, and customizing prewritten
computer software. The following activities are taxable under the service and other business
activities classification:

(a) Creation of custom software. Gross income received for creating custom software in
Seattle is subject to taxation under the service and other business activities classification.

(b) Duplication of custom software. Duplication of custom software for the same person, or
by the same person for its own use, does not change the character of the custom
software. Duplication of custom software for the same person, or by the same person for
its own use, is not subject to taxation under the manufacturing classification, but is
considered to be part of the sale of custem software and subject to taxation under the
seivice and other business activities classification.




(c)

(d)

(e)

THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-500

If a person duplicates custom software for sales io, or use by, another person other than
the original purchaser, the software becomes prewritten computer software as defined in
subsection (2)(f) of this section.

Computer software training. Gross income received for training on the use of custon

software is subject to taxation under the service and other business activities
classification. Gross income received for training on the use of prewritten computer
software is subject to taxation under the service and other business activities
classification, if the charge for such training is separately stated from the sale of
prewritten computer software. If the charge for software training is not separately stated
from the sale of prewritten computer software, the entire charge is considerad to be a
sale of prewritten computer software subject to taxation under the retailing classification.

Licensing computer software - royalties. Income received from charges in the nature of
royalties for the licensing of computer software is taxable under the service and other
business activities classification.

In determining royalties, the true object of the transaction is to grant an intangible right to
reproduce and distribute copies cf computer software for sale. In contrast, the true object
of a site license is the sale to an end user of prewritten computer software for use on its
computers. See subsections 2 (i), 4 (b)(ii) and 4 (c){ii) of this rule for more information on
site licenses.

For example, HG Computers, inc., an originat equipment manufacturer (OEM), acquires
prewritten computer software from LL Software, Inc. for purposes of acquiring a license to
reproduce and distribute the prewritten computer software, as part of 2 bundled computer
hardware and software package to end users. LL retains all of its ownership rights to the
software. Royaities received from granting intangible rights to reproduce and distribute
prewritten computer software to HG are subject taxation under the service and other
business activities classification.

Customizing prewritten computer software. Gross income received for customizing
prewritten computer software is subject to the service ard other business activities
classification. When a charge for customization of prewriiten computer software is
separately stated on an invoice or contract given to the purchaser, such customization is
subject to taxation under the service and other business activities classification. If a
charge for customization of prewritten computer software is not separately stated from a
sale of prewritten computer software, the entire charge is considered to be a sale of
prewritten computer scftware.

Customization of prewritten computer software dues not include routine instaliation.
"Routine instailation" means the process of lczding program files and installation files
onto a computer. Routine installation does not include installation of the customized
elements of prewritten computer software. When an invoice or contract contains a
separately stated charge for routine installation and customization of prewritten computer
software, routine installation is subject to taxation under the retailing classificatior:. If a
charge for routine installation is not separately stated from customization of prewritten
computer software, the predominant nature of the charge determines the business
license tax treatment of the charge.

For exampie:

(i) Golf Tee, Inc. needs financial modeling software that can tie into most of its
existing computer systems. Golf Tee Inc. finds an industry-wide computer

S3.
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THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-500

software offered by PQR Computers, Inc. that, when modified, meets the
requirements of Golf Tee Inc. PQR provides a separately stated charge to Golf
Tee Inc. for customization of prewritten computer software performed. PQR is
subject to taxation under the retailing classification for the sale of prewritten
computer software. PQR, in addition, is subject to taxation under the service and
other businass activities classification for the customization of prewritten -
computer software.

(ii) Same facts as (i), except that, in addition, PQR provides a separately stated
charge to Golf Tee Inc. for routine instaliation of prewritten computer software.
This charge represents installation of only the prewritten portion of the software.
PQR is subject to taxation under the retailing classification for the routine
installation of the prewritten software.

(4) Taxation of prewritten computer software. The following explains the taxation of prewritten
computer software:

(@

)

Wholesale sales of prewritten computer software. Gross proceeds from sales of
prewritten computer software to persons other than consumers (e.g., sales for resaie
without intervening use) are subject to taxaticn under the wholesaling classification,
whether or not ownership or title passes to the buyer, and regardless of any express or
implied restrictions upon the buyer. The method of delivery of prewritten computer
software does not alier the wholesale nature of the transaction, whether it is through
tangible storage media or any electronic means. Delivery of software manuals and
backup ccpies of prewritten computer soflware does not alter the delivery of the actual
copy of prewritten cornputer software to be usad by the buyer in determining when and
where the sale takes place.

(i) Wholesale sale versus royalty. Sales of prewritten computer software constitute
wholesale sales if the software is delivered to the reseller through tangible
storage medium or any electronic means and the reseiler, who has no right to
reproduce the software for further sales, sefls the same software to its
customers. The true objsct of the wholesale sale is the sale of the software. On
the other hand, income received for granting an intangible right fo reproduce and
distribute copies of prewritten computer software for sale constitutes royaities.
The true object of the transaction that generates royalty income is the right to
reproduce and re-license the software. See subsection (3)(d) of this rule for
more information on royalties.

Reta" sales of prewritten comptter software. Gross proceeds of sales of prewritten
com.uter software to consumers are subject to taxation under the retailing classification,
whether or not ownership or title passes to the buyer, and regardless of any express or
implied restrictions upon the buyer. The method of deiivery of prewritten computer
software does not lter the retail nature of the transaction, whether it is through tangible
storage media or any electronic means. Delivery of software manuals and backup copies
of prewritten comiputer software does not alter the delivery of the actual copy of
prewritten computer software to be used by the buyer in determining when and where the
sale takes place.

(i Free prewritten software. The use of prewritten computer software is not taxable,
if it is provided free of charge, crif it is provided for temporary use in viewing
information, or both. This exception from taxation is limited to prewritter:
computer software provided free of charge or for temporary use in viewing
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THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-500

information, such as free promotional software, donated software, free downioad
of software, and software provided in beta testing to a third party free of charge.

(i} Retail sales of prewritten software under a site license. Gross proceeds of sales
of a site license to a consumer are subject to taxation under the retailing
classification. Delivery or authorization of additional copies of prewritien
computer software within Seattle will incur additional taxation under the retailing
classification, regardiess of the method of delivery. If the seller does not deliver
any additional copies of the software to the buyer, then the sales occur when the
sales agreements are made to purchase the additional copies, and the sales
ocecur where the criginal copy or copies of prewritten computer software is
delivered unless a better method of determining the delivery location can be
made. Delivery of software manuals and backup copies of prewritten computer
software does nhot alter the delivery of the actual copy of prewritten computer
software to be used by the buyer in determining when and where the sale takes
place.

‘AOILON

For example:

(A) GH Computers, Inc. sells at retail a multiple site license of its prewritten
computer software to Quick, Inc. GH is located outside Seattle, while
Quick is located in Seattle and in other states and outside the U.S. The
desktop software is licensed on an unlimited basis, which means that
thcre are no restrictions of its use by Quick. The software is delivered to
Quick outside Seattle. Quick then electronically duplicates the soitwa 2
and distributes the sofiware to all of its 500 employees, of which 100
employees are located in Seaitle. The software is electronically
downloaded into the desktop computers of all employees and is
immediately put into use. If GH has nexus with Seatile, business license
tax is due under the retailing classification on the 100 copies of
prewritten computer software used in Seatile.
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(B) Same facts as (D), except that under the original site license agreement, ,
Quick is entitled to reproduce, distribute, and use up to 500 copies of the i
desktop software. Then Quick merges with another company, and
additional copies are needed for the use of its new employees. Quick, i
therefore, subsequently purchases 160 additional copies of the software
from GH under the same site license agreement. No additional copies of
the software are delivered to Quick in fuffilling this new agreement.

Quick distributes additional copies of the software it electronically
downloads to its 100 new employees, of which 50 employees are located
in Seattle. If GH has nexus with Seattle, business license tax is due
under the retailing classification on the 50 additional copies of prewritten
computer software used in Seattle.

Manufacturing of prewritten computer software. Persons engaged in manufacturing
prewritten computer software in the city are subject to taxation under the rmranufacturing
classification upon the value of the products. See Seattle Rule 5-044 (Value of products)
and 5-111 (Manufacturing, processing for hire, fabricating). Manufacturers of prewritten

. computer software who sel! their products at retail or whelesale in the city are also
subject to taxation under either the retailing or wholesaling classification, as the case may
be. In such cases the manufacturer must report under both the "production”
{manufacturing) and "selling" (wholesaling or retailing) classifications and may claim a




THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORPINANCE
RuULE 5-500

multiple activities tax credit (MATC). See WAC 458-20-19301 (Multiple activities tax
credits) for detailed information about the MATC. The mere development of the master
software program is not a manufacturing activity.

(i) Duplication of prewritten computer software. Duplication of prewritten computer
software in Seattle for sales to, or use by, more than one person is subject to
taxation under the manufacturing classification upon the value of products.
Duplication of prewritten computer software outside Seattle is not subject to
taxation under the manufacturing classification regardless of where software
development takes place.

Duplicaiion of prewritten computer software in Seattle is subject ta taxation under
the manufacturing classificatior only if the prewritten computer software is
delivered from the seller to the purchaser by means of tangible storage media
which is retained by the purchaser. (Refer to SMC 5.3C.035 H.)

When a software developer contracts with a third party to duplicate prewritten
computer software, the parties must take inte account the valus of all tangible
and intangible materials or ingredients, including the software code, when
determining the relative value of all materials or ingredients furnished by each
party. If the third party furnishes less than 20% of the total value of all materials
or ingredients that become a part of the produced product, then the third party is
presumed to be a processor for hire and the software developer is presumed io
be a manufacturer. See Seattie Rule 5-111 (Manufacturing, processing for hire,
fabricating) for more information.

(i) Duplication of prewritten computer software by a person under a site license.
The seller of a site license is subject to {axation under the manufacturing
classification for its own duplication of prewritten computer software in Seattle. A
purchaser of a site license, however, is not subject to taxation under the
manufacturing classification for the duplication of prewritten computer software in
Seattle for its own use, pursuant to a site license agreement with the seller.

Key to activate computer software. A key, or an enabling or activating code, may be required
in some instances to activate computer software and put the software into use, and the key may
be delivered to a purchaser after the software is aiready delivered and in possession by the same
purchaser. In such instances, the entire sale of computer software occurs when both the key and
the software are delivered to the purchaser. The sale takes place where the software is delivered
to the purchaser. if the software delivery Jocation is unavaitable to the vendor because the
software was delivered by a third party, then the sale takes place where the key is delivered.
There is no separate sale of the key from the software, regardiess of how such sale may be
characterized by the vendor or by the purchaser.

For example:

JKL Computers, Inc., an in-state business, sells at retail prewritten computer software to
Customer R. JKL delivers the software to R in Seattle. The prewritien computer software,
however, cannot be activated without a key. JKL subsequently delivers the key in Seattle to R for
a separate price. JKL is subject o taxation unider the retailing classification on the entire sale of
the software including the separate charge for the key. The entire sale takes place in Seattle
(where the software is delivered) when both the software and the key are delivered to R. There is
no separate sale of the key, regardless of the fact that JKL delivers the key to R for a separate
charge. It also makes no difference if the key was delivered outside of Seattle.

"ANSNND0Q FHL 40 ALITYND SHL QL 3NA St LI

ADILOM SIHL NYHL ¥V3170 $537 St 3NVHL SIHL NI LNIWNDO0QA 3HL I

‘3OILON.




THE CITY OF SEATTLE
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IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
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6. Server license and client access license for the server software. The server license, paid for
at the time the server is purchased, grants the buyer the right to install the server software on the
huyer's computer. The client access license (CAL) grants the buyer the right to access the server
software. The client access license is not computer software and is not downloaded into the
buyer's computer.

Sales of server licenses and client access licenses are treated as part of the sale of the server
software, even if the charges are separately stated. The sales take place where the server
software is delivered to the buyer.

‘ADILON

For axample:

(a) ZZ Computers, Inc., a Seattle business, sells at retail server software to Customer Q. 2Z
delivers the server software to Q in Seatlle. ZZ also provides Q with client access
licenses allowing Q the right to access the server software from its personal computers.
(Y's server is located in Seattle, but all of Q's personal computers are located outside of
Seattle. The sale of server software to Q 1s subject to taxation under the retailing
classification.

(b) Game facts as (i), except that ZZ sells at retail two types of | awritten computer software
to Customer Q. One is server software, and the other one is Slient software (which is
different from client access licenses). ZZ delivers the servei software to Q in Seattle
where Q's server is located. ZZ delivers the client software to Q outside Seattle where all
of Q's personal computers are located. Sales of client software and server software to Q
are separately charged. Only the sale of server software to Q is subject to the retaiiing

tax.
{(7) Other activities associated with computer software.
(a) Installing or uninstalling comiputer software. Gross income received for installing or
uninstalling custom software is subject to taxation under the service and other business '
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activitius classification.

Gro:s proceeds of sales for routine installation or the uninstalling of prewritten computer
software 2re subject to taxation under the retailing classification. Routine installation of
prewritien computer software includes charges for labor and services with respect to the
installation, such as travel for the routine installaiion of the software.

(b) Repairing, altering, or modifying computer software. Repair of prewritten computer
software for more than one person may be distributed as a fix or patch by tangible

storage media or electronically in the nature of software upgrades and updates. The sale
of prewritten computer software upgrades and updates are a sale of prewriiten computer
software subject to taxation under the retailing classification.

Alteration or modification of prewritten computer software performed for a specific persor
is subject to taxation under the service and other business activities classification. Such
alteration or modification of prewritten computer software for a specific person constitutes
customization of prewritten computer software.

Alteration or modification of custom software is subject to taxation under the service and
other business activities classification.

For example:
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(i) STU Computers, Inc., a Seattle service provider, is hired by Customer B to
perform fixes via remote access on its prewritten computer software in Seattle.
STU is perferming a'teration or modification of prewritten computer software for a
specific person in Seattle and is subject to taxation under the service and other
business activities classification. Customer B may be located within Seattle or
outside of Seattie and the alteration wouid still be taxable to STU Computers, Inc.

(ii) VW Computers, Inc., a Bellevue service provider, is hired by Customer C to
nerform fixes via remote access on its prewritten computer software located in
Seattle. VW's facility is located in Bellevue. VW is not subject to BXO tax,
because the alteration or modification occurs outside of Seattle.

(c) Maintaining computer software. Computer software maintenance agreements typically
include, but are not limited to, support activities such as telephone consulting, help desk
services, remote diagnostic services, and software upgrades and updates.

(i) Tax treatment of computer software maintenance agreement in generai. Stand
alone computer software maintenance agreements that include telephone
consulting, help desk services, remote diagnostic services, and other
professional services sold in Seaitle, are taxable under the service and ottier
business activities classification. See Seattle Rule 5-133 (Warran. 2s and
maintenance agreements) for information about extended weiraniies.

Stand alone sales of updates or upgrades to prewritten computer software in
Seattle are retail sales of tangible personal property subject to taxation under the
retailing classification.

(i) Prewritten computer software maintenance agreement with mixed elements. The
sale of a prewritten computer software maintenance agreement that includes
professicnal service components such &s telephone consulting and retail
compcenents such as upgrades and updates of prewritten computer software is a
retail sale subject to taxation under the retailing classification.

In cases wheic the charges for the professional service component(s) and the
retail component(s) aie separately stated within a prewritten comiputer software
maintanance agreement cr invoice, then each activity is taxed according to the
nature of the activity.

iii) Maintenance agreement on custom software and customizea ements of
prewritten cornputer software. Sales of maintenance or suppon services relating
to custom software or the customized elements of prewritten com; uter softwz: e
are subject to taxation under the service and other business activities
classification. Such services, including upgrades and updates, are rendered with
respect to the custom or customized software and take on the underiying
character and taxability of the custom or customized software.

Effective: May 15, 2007.
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THE CITY CF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RuLe 5-500

DIRECTOR'S CERTIFICATION

| Dwight D. Bively, Director of the Department of Finance of the City of Seattle, do hereby certify under
penalty of perjury of law, that the within and foregoing is a true and correct copy as adopted by the City of
Seattle, Department of Finance.

DATED this 7% _day of May, 2007.

CiTY OF SEATTLE,
a Washington municipality -~

By: ?‘P{%\ %&
Dwight D. Dwely, Director
Department of Finance
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2043560 ) No. MAKING HEARING
C1TY OF SEATTLE:REVENUE &

Affidavit of Publication

The undersigned, on oath states that he is an authorized rzpresentative of The Daily Journal of
Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language contiuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during all of said time was printed in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Journa! of Commerce was on ‘he 12% day of Tune, 1941, approved as a legal
newspaper by the Superior Court of King County. '

The notice in the exact form annexed, was published in regular issues of The Daily Journal of
Commerce, which was regularly distributed to its suhscribers during the below stated period. The annexed

notice, a
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Sta.c of Washington, King Cour. J

City of Seattle

NOTICE OF PRGPOSED RULE
MAKING HEARING

AND OPPORTUNITY TO COMMENT

‘The Director of Finance, acting under the
authority of Sesttle Municipal Code Chapteys -
3.02and5.55, Propoeas io adopt new rules for -
implementing the Secattle Business License
Tax Ordinance (Seattle Municipal ‘Code,
Chapter '5.45). Please note that akhouih
these rules are 4pplicable to SMC 5.55. the
individual rules may also apply to other chap-
ters 6f the City's Tax Code, ‘including, but
not limited to, SMC 3.30 (Definitions), SMC
5.32 (Revenue Code), SMC 5.85 (Commercia}
Parking Tax), SMC 5.37 (Employee Haurs
Tax), SMC 5.40 (Admissions Tasx), SMC
3.48 (Business Tax - Utilities), SMC 5.52
{Gambling Tax), and SMC 5.55 {General
Administrative Provisicns). The following
rules are proposed for adoption’ and will -
becore F-ctive as of May 15,2007:

Enalan l!e:S-OGO_RuIcs adopted,

Se
requiry

“ule 5-002 Bisiness’ license
uts. - BRI
Seattle Rule 5.007 Penslties;

Seattle Rule 5008 Recordkeeping
requirements, - :

Sesttle Rule 5-009 Limitations on tax -
aisesspents. ot K

Seautle Rule'5-033 When' tax liabitity )
arises, - P Do Ty

Ceattle Rule 5-034 Finance charpes; caip- -
rying charges, interest, and penalties. :

Seattle Rule 5.037 Accounting methods.

_Seartle Rule’ 5-039 Employeés distin.
guished from persong engaring in business.

Seattle Rule 5 012 Suécegsoiliabi!ityl -
Seattle Rule 5-044 Valve uipmfiucls. :

Seattle. Kule 5-064 Credit losses, bad
debts, recoveries.

Scattle Rule 5.065 Taxes, deductible and
nondeductible. <+ - o+ vt

Seattle -Rule 5.067 Accemmodation '
sales. Ty s S

Scattl: Rule'5-068 Pool purchases, i
Seattle Rule 5-125 Casual or- isolated
es, S e x

"> Seattle Rule 5-275 Installing, clea 2.
T~ repairing or otherwiss altering or improving
personal property afcun'sumyers.» el

Seattle Rule 5.276 Consn"uclihg and
reﬁairing of new or existing baildings or
ot er structures upon !eal property,

Seattle Rule 5.500 Cu;npﬁ!e} software.
Seattle Rule 5-501 Computer hardware.

Seattle Rule 5-502 Taxation of informa.
tion services and computar related services,

Seattle Rule 5.804 Staffing businesses,
staffing services. : -

Seattle Rule 5-9231 Exemptions, deduc-
tions and credits available under the employ-
ee hours tax, B

PUBLIC HEARING AND COMMENT:
The Department of Executive Administration
has scheduled a public hearing on the Fpro-
posed rule changes for 1:00 p.m.te 3;:00 p.m.,
on Monday, April 30, 2007. The hearing wilf

held in a confere:cs room on the 40th floor
of the Seattle Municipal Tower, Suite 4096,
located at 700 Fifth Avenue, All interested
Persons sre invited to present data, views,
ar arguments, with regard to the proposed
rules, orally at the hearing, or in writing at
or befere the hearing. T

Written comments should be mailed or
delivered to: .

Depsrtment of Executive
Administration Attn,: Mel McDona!d,

eputy Director Revenue and Consumer
Aflairs 700 Fifth Avenus ~ Suite 4250
P.O. Box 34214 Seattle, _Washington
98124-4214

- The public may inspect copies of the pro-
posed rules at the Revenue and Consumer
Affairs offices, 700 Fifth Avenue, Suite 4250,
Ifyou would lika a capy of the proposed rules,
please call (206) 233-0071, FA. (266} 684-
5170, email: rea.bizlictx@seattle.gov, or sub-
mit a wrilten request to the address ahove.

Dwight D. Dively, Director,
Department of Finance

Date of publication in the Seattle Daily

Journal of Commerce, April 11, 2007,

4/11(309880
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Seattle Rule 5-501 Computer hardware. S

(1)

(2

3)

THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULF, 5-501 '

L

b N Y

Introduction. This rule explains the business license tax treatment of activities related to
computer hardware. Such activities include, but are not limited to, selling, leasing, manufacturing,
installing, repairing, and mair.aining computer hardware.

This rule contains examples that identify a number of facts and then state a conclusion. The
examples should be used only as a general guide. The tax resuits in all situations must be
determined after a review of all facts and circumstances.

Definitions.
(a) Computer. A "computer” is an electronic device that accepts information in digital or

(b)

(©

similer form and manipulates it for a result based on a sequence of instructions.
Examples of a computer include, but are not limited to, mainframe computer, laptop,
workstation, and desktop computer. "Computer” also includes automatic data processing
equipment, which is a computer used for data processing purposes. "Computer” does
not include any peripheral devices.

Cornputer system. A “computer system" is a functional unit, consisting of one computer
and associated computer software, whereas a computer network is two or more
computers and associated computer software that uses common storage. A computer
system rnay include peripneral devices.

Computer hardware. "Computer hardware” includes, but is not limited io, the
mechanical, magnetic, electronic, or electrical components of a computer system such as
towers, motherboards, central processing units (CPU), hard disc drives, memory, as well
as internal and external paripheral devices such as compact disk read-only memory (CD-
ROM) drives, compact disk rewriteable (CD-RW) drives, zip drives, internal and external
modems, wireless fidelity (Wi-Fi) devices, floppy disks, compact disks (CDs), digital
versatile disks (DVDs), cables, mice, keyboards, printers, monitors, scanners, web-
cameras, speakers, and microphones.

Taxation of computers, computer systems, and computer hardware.

(@

(b)

Retail and wholesale sales. Gross proceeds of sales ol computers, computer systemns,
and comptiter hardware to persons are subject to taxation under the wholesaling or
retailing classifications, as the case may be. Saies to consumers are retail sales and
sales to persons who resell the equipment are wholesale sales. Separately stated
charges for custom programming installed with the associated computer system software
are subject to taxation under the service and cther business activities classification.

Manufacturing computers, computer systems, and computer hardware. Persons
engaged in manufacturing computers, computer systems, and computer hardware in
Seattle are subject to taxation under the manufacturing classification upon the value of
the products. See Seattle Rule 5-044 (Value of products) and 5-111 (Manufacturing,
processing for hire, fabricating). Manufacturers of computers, computer systems, and
computer hardware who sell their praducis at retail or wholesale in Seattle are aiso
subject to taxation under eithsr the retziling or wholesaling classifications, as the case
may be. In such cases the manufacturer must report under both the "production”
(manufacturing) and "s. %" (wholesaling or retailing) classifications and may claim a
multiple activities tax credit (MATC).
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(i)

(ifi)

THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RuLE 5-501

Separately stated charges for custom programming involved with the associated
computer software are not subject to taxation under the manufacturing
classification.

Separately stated charges for computer software sold and installed after the sale
of a computer system are not subject to taxation under the manufacturing
classification.

The combining of a computer system with: certain peripheral devices is
considered a packaging activity not subject to 1 :xation under the manufacturing
classification, when the following occurs:

(A) The peripheral devices remain in the original packaging;

(B) The person does not attach its own label to the peripheral devices;

(C) The person maintains a separate inventory of the peripheral devices for
sale apart from the sale of the computer system; and

(D} The charge for the sale of peripheral devices is separately stated from
the charge for the sale of computer system.

(c) Examples.

U]

(i)

(iil)

ABC Computers, Inc., a Seattle manufacturer, manufactures and sells computer
sysiems at retail. ABC sells a computer system to Customer X for one flat
charge. The computer system includes a disk drive, memory, CPU, keyboard,
mouse, monitor, and bundled prewritten computer sofiware. ABC is subject to
taxation under the retailing classificatior: on the sale to Customer X. In addition,
ABC is subject to taxation under the manufacturing classification on the sale.
ABC is entitled to claim a multiple activities tax credit.

ADE Computers, Inc. a Seattle manufacturer, manufactures and sells comnuter
systemis at retail to customers in Seattle. ADE sells {0 Customer Y a computer
system with certain peripheral devices at separate charges. Tha computer
system without the peripheral devices consists of a disk drive, memory, CPU,
and bundled prewritten computer software. The peripheral devices include a
keyboard, mouse, and monitor. All peripheral devices remain in the original
packaging of the manufacturers. ADE does not attach its own label to the

peripheral devices. Finally, ADE maintains a separate inventory of the peripheral’

devices for sale apart from the sale of ADE's computer systems. ADE is subject

to taxation under the retaiiing classification an the saies of the computer sysiem, .

including the peripheral devices. ADE is subject to taxation under the
manufacturing classification on the sale of the computer system, excluding the
peripheral devices. ADE is entitled to claim a multiple activitics tax credit. ADE
is not subject to taxation under the marniufacturing classification on the saie of the
peripieral devices, because the combining of a computer system with the
peripheral devices in this case constitutes merely packaging activities.

AFG Compuiers, inc., a Seattle manufacturer, manufactures and sells computer
systems at retail. AFG sells a computer systemn to Customer Z. As part of the
sale of the computer system, Z purchases from AFG, under a separate and
optional sales paclage, prewritten computer software developed by a third party
software developer. AFG instails the prewritten computer software to Z's

‘3OILON
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(v)

v)

(vi)

THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RuULE 5-501

computer as part of the sale. AFG is subject to taxation under the retailing
classification on the sale of the computer system, including the prewritten
computer software. Also, AFG is subject to taxation under the manufacturing
classification on the entire sale. AFG is entitled to claim a multiple activities tax
credit.

Same facts as (jii), except that AFG sells and installs the prewritten computer
software to Z after Z purchases the computer system. AFG is subject to taxation
under the retailing ciassification on the sate of the computer system and the
prewritten computer software. Also. AFG is subject to taxation under the
manufacturing classification on the sale of the computer system. AFG is entitied
to claim a multiple activities tax credit. AFG is not subject to taxation under the
manufacturing classification on the sale of the prewritten computer software,
because no manufacturing activity occurs for installation of the software by AFG
after the sale of the computer system. If AFG developed and installed custom
software on Z's computer after the sale of the computer, the custom software
sale is subject to taxation under the service and other business activities
classification.

ALM Computers, Inc. purchases used computers. ALM replaces a built-in CD-
ROM drive with a CD-RW drive and adds a zip drive, additional memory, and an
upgraded CPU before selling the computer to Custormer W. ALM is engaged in
manufacturing activity with respect to that computer and therefore subject to
taxation under the manufacturing tax classification.

AJX Computers, Inc. acquires damaged computers for refurbishment and sale.
AJK remaves damaged hardware components and replaces them with new
components without upgrading these components. Refurbishing computers
belonging to AJK Computers is a manufacturing activity. If AJK Computers, Inc
was refurbishing or repairing computers belonging to clients, it would not be a
manufacturing activity. In this case, the repair billing would be subject to
taxation under the retailing classification.

(d) Taxation of other activities associated with computer hardware.

0]

(i)

Installing computer hardware. Gross proceeds of sales for installing computer
hardware are subject to taxation under either the wholesaling or retailing
classification. See Seattle Rule 5-275 (Installing, cleaning, repairing or otherwise
altering or impreving personal property of consurners} for more information.

Repairing or maintaining computer hardware. Gross proceeds of sales for repair
or maintenance of computer hardware are subject to taxation under either the
wholesaling or retailing classifications. Repair of ccmputzr hardware in Seattle for
consumers is subject to taxation under the retailing classification. See Seattle
Rule 5-275 {Installing, cleaning, repairing or otherwise altering or improving
personal property of consumers) for more information. Also, ses Seattle Rule 5-
133 (Warranties and maintenance agreements) for information about repair
performed as part of a warranty or maintenance agreement.

Effective: May 15, 2007.
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THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-501

DIRECTOR'’S CERTIFICATION

1 Dwight D. Dively, Diréctor of the Department of Finance of the City of Seattle, do hereby certify under
penalty of perjury of law, that the within and foregoing is a true and correct copy as adopted by the City of

Seattle, Department of Finance.

DATED this {4 _day of May, 2007.

CITY OF SEATTLE,
a Washington municipality

4

By: ! S
Dwight D. Dively, Director
Department of Finance




STATE OF WASHINGTON - KING COUNTY
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209880 No. MAKING HEARING
CITY OF SEATTLE:REVENUE &
Affidavit of Publication

The undersigned, on oath states that he is an authorized representative of The Daily Journal of
Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during all of said time was printed in an office rnamtamcd at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12 day of Jure, 1941 approved as a legal
newspaper by the Superior Court of King County.

The notice in the exact form annexed, was published in regular issues of The Daily Journal of
Commerce, which was regularly distributed to its subscribers during the below stated period. The annexed

notice, a
CT:NOTICE PROPOSED RULE
was published on

04/11/07

The amount of the fee charged for the foregoing publication is the sum of § 139.50, which amount

has been pa;d in full.
2 oWy, /
\\;"“..5.'..? 4? 'i"

?
DN #- f,
:9 "g Subscribed and sworn t ge&ze me on
,\-m-ny v 2 (_Q ,
—o— } 04/1 1/07 r N4
s \ixd ’ \.

2 o Q-.'.“
-}-. "‘ 74 “‘l SN Notary pu hc forth State 6f WagHington, /
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Sbe of Washington, King Cm;it.y

City of Seattlev

NOTICE OF PROFOSED RULE
MAKING HEARING

AND OPPOHTUNiTY TO COMMENT

The Director of Finance, acting under the
authority <f Seatti2 Municipa) Code Chapters
3.02and praposes to adept new rules for -
‘impletienting the Seattle Rusiness Licénse
Tax Ordinance (Seatila Municipal Cede, -
Chapter 5.45). Please note that although
these rulss ave applicsble to SMC 5.45, the
individual rules may also apply to ather chap-
ters of the City's Tax Code, ‘neluding, but
not limited to; SMC 5.30 (Deﬁmt:cnsl. SMC -
5.32 (Revenus Code), SMC 5.35 (Commercial '
Parking Tax), SMC 5.37 (E.nploves Hours
Tax), SMC 5.40 (Admissions Tax), SMC
5,48 (Businese Tax - Utilities), SMC 5.52
(Gambling Tax}, and SMC 5.55 (General
Administrative Provisions).. The follawing
rules ave proposed for adepticn and wn'l
becnme effective as of May 1. 2007 :

Searile Rule's 5 000 Rulas gdupxed

Seattle 'Ruls K
leq._x.ements

._eauls Rule 5. 001 Pnnalues .

Seditle ' Rule -5 ‘.108 . R_Ec
requirements. :

Seatile Rule - 00°~ anlan
nssessments.

Seattle Rule 5»033 Whén't
Bl’l!ES B .

Seattle Pule 5.034 Fmance charges car-
rying cherges, interest; and penalties.

Seattle Rule

5-037 Acczunt mg methads,

Searite 'Rule -039 Employee< dlstm-
guished from perscne enijag:rg in business.

Seattle Rule 5.047 Suecegsor liabili

Seattle Rnle '5-064 Credit lusses had
debts, recoveries,

Seartle Rule 5- -065 Tnes. deduﬂt-b.e xnd
nondeductible.-s 2

S(‘atlle Ruxe 5
sales. :

Ou’l Ac:nmmodau'ln

Seattle Rule u~063 Peol purchase ”

Szatde RLle 5- 125 Cssusl cr 1solnted
sales. -

(s Sest'ie Rule 5:! 275 Instalhng. eléaning,
*————————=repairing or atherwise altering oz improving
-personal property of consumers

Seattle Ruje 5-276 Constructmg and
repairing of new. or existing buildings or
other structures upon real propezty.

Seautle Rulé 5 5- 500 C(.mputcr snftwarn
Seattle Pu.e 5-501 \.ompuwr hnrdware

.,eaule Hule 5-502 Tazation nf mrorma-
tion servicns and computer related sarvices.

Seattle Ruln‘s 804 Sts(ﬁng b‘xsmesses.
sla'lmg zervices. -

Seattie Ruje 5921 Exempums. deduc-
tions and credits available uader the employ-
ee hours tax.

PUBLIC HFARING AND COMMENT:
The Department of Executive Administration
hes scheduled a public hearing oo the pro-
pased rule changes for 1:00 p.m. to 3:60 .,
on Menday, Apri) 30, 2607. The hearing will
be hld in a conferenca room ot the 40th floor
of the Seattle Municipal Towar, Suite 4086,
located at 760 Fifth Avanue. All interested
persoits ar2 invited to present data. views, .
or argtiments, with regard to the pmposed
rvles, orally at the hearing, or in wrmng at
or befare the hearing.

Written comments should be maued or
deiivered to:

Department Executive
Admlmstrutmn Ann.. Mel McDonald,

uty Director Revenue and Consumer
Af airs 700 Fifth Avenue - Suite 42£0
P.O. Box 34214 Seattle, Washmgmn
98124-4214

The public may inspect ccpies of the pro-
posed rules at the Revenué and Consumer
Affiirs offices, 760 Fifth Avenue, Suite 4250.
1f you would like a copy ufthe‘?ruposcd rules,
please call (206) 233-0071, FAX (~06} 684-
5170. email: rea bizlictx@seattle. gov. or sub-
mit a written request to the address above.

Dwight D. Dively, Director,
Department of Finance

Date of publication in the Seattle Daily
dJournal of Commerce, April 11, 2007,

'4111(309880
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THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-502

Seattle Rule 5-502 Taxation of isiformation services and computer related services.

m

e

Introduction. This rule explains the business license tax and utility tax treatment of activities
refated to information services and computer-reiated services.

This rule contains examples that identify a number of facts and then state a conclusion. The
examples should be used only as a general guide. The tax results in all situations must be
determined after a review of all facts and circumstances.

Definitions.

(a) Application Service Provider. “Application Service Provider”, "ASP" means a provider
that generally offers customers electronic access to applications on the ASP's server. An
ASP generally does not provide computer software for customers to download. ASP,
however, may provide downloadabie codes in order for customers to access its
applications on its server that are only incidental to the services provided to customers.

(b) Data processing services. "Data processing services" include, but is not limited to, word
processing, data entry, data retrieval, data search, information compilation, payroll
processing, business accounts processing, dafa producticn, and other computerized data
and information storage or manipulation. “Data processing services" also include the use
of a computer or computer time for data processing whether the precessing is performed
by the provider of the computer or by the purchaser or other beneficiary of the service.

(c) Data warehousing service. "Data warehousing service” means the service of a provider
offering server space for a customer to store its data and to access, retrieve, or use the

data as needed.

(d) Information services. "Information servicas" means every business adtivity, process, ar
function by which a person transfers, transmits, or conveys data, facts, knowledge,
procedures, and the iike to any user of such information through any tangible or
intangible medium.

"Information services" does not include, however, ary sale of standard information
available to any customer that is delivered through any tangible storage medium or
through electronic download. The sale of such standard inforrnation available to any
customer is considered a retail sale of tangible personal property subject to taxation
under the retailing classification. "Information services" does not include telephone
business as defined under Seattle Municipal Code 5.30.060.

(e) Internet. "Internet” means the myriad collection of computer and telecommunications
facilities, including equipment and operating software, which comprise the interconnected
world-wide network of networks that employ the Transmission Control Protocol/Internet
Protocol, or any predecessor or successor protocols to such protocol, to communicate
information of all kinds by electronic transmissions through electrenic or radio
infrastructure.

f) Internet access provider. 'Internet access provider' means 2 person engayed in the
business of providing a computer and commuriications facility through which a customer
may obtain access to the Internet.

(9) Internet service. “Internet service” means a service that enables users to access content,
information, electronic mail, or other services offered over the Internet, and may also
include access to proprietary content, information, hosting of information for retrieval over
the internet, and other services as part of a package of services offered to users. The

o1-
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(h)

)

0

(k)

THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-502

term ‘internet service' does not include telecommunications services. See Seatile Rule
5-300 for more information regarding telecommunications servicas.

Intranet service. "Intranet service” means the service of providing a private or intra-
company network used by a person to facilitate the sharing or accessing of internal
information by the person's ernployees or other authorized parties.

Network systern support. "Network system support” activities include analyzing and
interpreting problems using diagnostic software, monitoring network to ensure network
availability to users, and performing network system configurations. Network system

support activities may be performed through remote telephone support or onsite
consulting.

Proprietary subscriber network, "Proprietary subscriber network” means proprietarily or
corporately owned network in which its services are available to the public for fees,
Proprietary subscriber network does not include intranets.

Website development service, website hosting service. "Website developinent service"
means the design and development of a website provided by a website developer to a
customer. "Website hosting service” means the service of a provider offering server
space to host a customer‘s website.

Taxable activities under the service and other business activities classification of the
Business License Tax.

@

Sales of information services. The gross income received for providing information
services is subject taxation under the service and other business activities classification.
Gross income from providing standard infermation that is availabie to all customers is
subject to taxation under the retailing classification. The maintaining of a place of
business or a server within Seattle creates taxing respensibility for Seattle tax purposes.

Below are some examples of taxing information services:

(i) XY Statistical Data, Inc. maintains an information supplyinig operation located in
Seattle and sells statistical data at the specific request of each customer. XY
does not compile such statistical information to be available for all customers.
Instead, each customer submits its own request of the statistical information
based on its needs. XY compgiles, analyzes. and summarizes the statistical
information it gathers and sends the information to customers in a tangible
medium. XY is subject to taxation under the service and other business activities
classification for the sales of statistical information because XX is providing an
information service at the spacific request of each customer.

(ii) YY Statistical Data, Inc. maintains an information supplying operation located in
Seatlle and selis standardized statistical data to customers. Any customer would
receive the same standardized statistical data through electronic download.
Customer W purchases standardized statistical data from YY. YY is subject io
taxation under the retailing classification on the sale of tangible personal
property. Standardized statistical data is considered to be tangible personal
property whether it is delivered in hard copy or through electronic download or
transmitted in any other way.

(iii) ZZ Statistical Data, inc. maintains an information operation in Seattle and aliows
its custorners to perform online research of statistical information through its

2.
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THE CITY OF SEATTLE
DIRECTOR’S RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-502

database. ZZ biils its cusiomers a monthly fee for having online access to the
database for research. Its customers may or may not downioad the information
onto their computers. 27 is subject to taxation under the service and other
business activities classification for providing information services to its
customers.

(iv) WW Travel, Inc. maintains an information operation within Seattle and piovides
information services online to its customers. WW bills its customers a monthly
fee for having online access to a rave! reseivation system that includes a charge
for dedicatec. lelephone lines. WW is subject to taxation under the service and
other business activities classification for providing information services in
Seattle. The provider of dedicaied telephone fines to WW must pay Szattie’s
telephone business tility tax on tiie sale of telephone cor telecommunications
service to WW. WW is the consumer of the telephone business services.

3OUON .

(v) VV Telephone, Inc. maintains an operation within Seatlle and provides a sateilite-
based tracking and communications system that includes instan: i.essaging and
position reporting between its customer’s vehicles in transit and their dispatch
centers. Both the vehicles and the dispatch centers are operated by VV's
customers and information is both generated and received by VV's customers.
WV is subject to Seattle’s telephone business utility tax on the sale of network
telephonc service in Seatile. This is not a saie of information services. The true
object of the tranisaction is the tronsmission of data between the vehicles and the
dispatch centers through VV's telecommunications system.

(b) Sales of data processing services. Gross income received for data processing services
are subject to taxation under the service and other business activities classification.

c) Sales of Internet services. Gross income received for Internet services, including .
proprietary subscriber network services, are subject to taxation under the service and ;
other business activities classification.

"INIWN20A FHL 40 ALMVND 3HL OL 3NA SI L
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The following are some examples of the taxation of Internet services.

(i) LOA, Inc. is an Internet service provider that provides customers with access to
the Internet. LOA does not furnish any telephone lines to its customers. LOA )
maintains Internet operations within Seattle. Customer Q is charged a monthly
Internet access fee from LOA for access to the Internet. LOA is subject to
taxation under the service and othier business aciivities classification for the
monthly Internet access fee charged to Q.

(i) Same facts as (i), except that LOA provides customeis with access to the
Internet using its own telephone lines. Customer Q, located in Seattie, is
charged a combined monthly fee for access to the Internet using LOA's
telephone lines. LOA is subject to Seattle’s telephone utility tax for the combined
fee. However, if LOA separates out the Internet service charge from the
telephone line usage charge, then LOA would report the telephone line usage
charge under the telephone classification of Seattle’s utility tax and the Internet
service charge would be reportable under the service and other business
activities classification of the business license tax.

(iit) DD Computers, Inc. provides access to iniormation through its website for which
it charges the users a fee. DD maintains its website in Seattle. DD charges
Customer Z, an out-of-state customer, a transaction fee to use DD's website to

-3-
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search and retrieve real estate appraisal information. DD is not providing
Internet service because DD is not an ISP and does not provide customers with
access to the Internet. DD, however, is providing Z access to its website for
informational search and retrieval, which is subject to taxation under the service
and other business activities classiication.

(d) Sales of network system support services. Gross income received for network system
support services are subject to taxation under the service and other business activities
classification.

:3GILON

(e) Sales of remote access to applications provided by application service providers (ASPs .
Gross income received for providing remote access to applications on the ASP's servers
is subject te taxation under the service and other business activities classification when
the service is performed in Seaitle.

For example:

BE Games, Inc. offers a variety of games online io its customers for a monthly
subscription fee. BE Games operates its business within Seattle. BE Games is subject
to taxation under the service and other business activities classifications on its
subscription fees received.

: (f) Sales of websiie development or hosting services. Gross inccme received for website
: development or hosting services are subject to taxation under the service and other
business activities classification.

()] Sales of online advertising services. Gross income received for online advertising
services are subject to taxation under the service and other business aciivities
classification.

For example: :

BB.com, Inc. is located in Seattle and engaged in the business of selling souvenir items
through the Internet. BB.com also provides online advertising services for third parties.
Income received for online advertising services on its website is subject to taxation under
ihe service and other business activities classification.
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(h) Sales of data warehousing services. Gross income received for data warehousing
services are subject to taxation under theservice and other business activities
classification.

For example:

HH Recovery, Inc. provides substitute computer systems in Seattle so that its customers
may access HH Recovery's computer facilities for disaster recovery purposes or for
unplanned computer system failures. Customer K pays a monthly subscription fee for
this service. HH is subject to taxaticn under the service and other business activities
classification on the sale of data warehousing services to K.

(4) Sales of intranet services are subject to the telecommunications services or telephone :
business utility tax. Gross proceeds of sales of Intranet services in Seattle are sales of ) L
telepiione business activities as such term is defined under SMC 5.30.060, and as such subject ‘ L
to Seatile’s telephone business utility tax. See Seattie Rule 5-300 (Telephonz business, . ’ i
telecommunications, and telephone service.) for more information. i -
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(5) Distinguishing between sales of tangible personal property and sales of informatior:
services. In deciding under which busiress license tax classification to report, the taxpaye: inust
determine whether the true object ¢f a sare is the sale of tangibie personal property or the sale of
information services. If services are performed such that the only tangible personal property in
the transaction is the paper or medium on which the information is printed or carried, the activity
constitutes the rendering of a service, aid the transaction is taxable urnider the service and other
business activities classification. If, on the: other hand, the true object of a sale is the vale of
tangible personat croperty, the iansaction is taxable under the retailing classification.

Retail sales of dowisozded music, videos, beoks, and other written works are sales of tangibie
personal property subject to taxation under the retailing classification. The dovinaded music,
videos, books, and other writteri works are tangible personal proparty because fiiey are electronic
reprasentations of items that would be tangible personal property if they were delivered in *hard
copy” form. These are ot one-of-a-kind products; they are meant to be mass produced and
distributed.

The following are some axamples:

(a) ML Computers, Inc. maintains its operation in Seattle and sel's online music to
customers. Customers purchasing the music online may download the music and keep
the downloaded music in perpetuity. Customer H, & customer located within Seattle,
purchases music oniine from ML. The sale to customer H is subject to the retailing
business license tax.

(b) Sarne facts as (a), except that customers can only kesp the downloaded music as long
as they maintain their periodic subscription. Once the subscription ends, the right of ML's
customers io listen to the music ends. ML is subject to taxation under the retailing
classification on the sale of downloaded music.

(c) Sarne facts as (a), except that customers sannct download the music and can only lister
to the music cnce. ML is subject to taxaiion under the service and other business ;icense
tax clessification because ML is providing a service to H for listening to music online.

(d) Same facts as (a). except that customers cannot download the music and can listen to an
unlimited amount of music as long as the subscription is naintained. ML is subject to - '
iaxation under the seivice and other business activities ciassification because ML is
providing a service to H for listening to music online. y

(e) OST, Inc., a Seattl2 business, organizes customer records for microfiche and sells the
microfiche to its customers. OST charges Sustomer J for the purchase of the microfiche
based on the number of sheets of microfiche made. The microfiche is tangible personal
property. OST delivers the microfiche to J in Secitle. OST is subject to taxation under
the retailing classification on the sale of microficte in Seattle. OST is also subject to
taxation under the manufacturing classification and may subsequently {::¢ a mut, s
activities tax credit (MATC).

) Same facls as (e). except, OST organizes customer records for J and sends the
summarized data directly into J's computers. OST charges - a fixed monthly fee for its
work. OST is subject to taxation under the service and other business aciivities
classification because OST is providing data processing service o J.

Effective: May 15, 2007.
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DIRECTOR'S CERTIFICATION

I Dwight D. Dively, Director of the Department of Finance of the City of Seatile, do hereby certify under

penalty of perjury of iaw, that the within and foregeing is a true and correct copy as adopted by the City of
Seattle, Depariment of Financa. -

DATED this _t4™ _ day of May, 2007.

CITY OF SEATTLE,
a Washington municipal/ipt
h >

- v

By:

Dwight D. Dively, Director
Department of Finance
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209880 No. MAKING HEARING

CITY OF SEATTLE:REVENUE &
' Affidavit of Publication

The undersigned, on oath states that he is an authorized representative of The Daily Journal of
Commerce, a daily newspaper, which newspaper is a legal newspaper of genera! circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English langvage continuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during all of said time was printed in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12% day of June, 1941, approved as a legal

newspaper by the Supetior Court of King County.

The notice in the exact forra annexed, was published in regular issues of The Daily Journal of
Coramerce, which was regularly distributed to its subscribers during the below stated period. The annexed

notice, a
CT:NOTICE PROPOSED RULE
was published on

04/11.07

The amount of the fec charged for the foregoing publication is the sum of $ 129.50, which amount
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St. _of Washington, King Cowm. .y

City of Seattle_ E—

- NOTICE OF PROPOSED RULE
MAKING HEARING .

AND OPPORTUNITY TG COMMENT

The Director of Finance, acting under the
authority of Sesttle Municipal Code Chapters
.02 and 5.53, propoges to adcpt new rules for -
implementing the Seattle Business Licénse
Tax Grdinance {Seattle Municipal Code,
Chapter 5.45). Please note that although
thesg rules are applicable to SMC 5.45, the
individual rules may also apply to othar chap.
ters of the City’s Tax Code, including, but
not limited to, SMC 5.50 {Definitions), SMC
3.32 (Reverue Cade), SMC 5.35 {Commereial )
Parking Tax), SMC 5,37 (Emyplovee Hours
Tax), SMC 5.40 (Admissions Tax), SMC
.48 (Business Tax - Utilities). SMC 5.52
(Gambling Tax), and SMC 5.55 (Gereral
Administrative Provisions). The following
rules are proposed for adoption” and will .
become effective as of Mey 15, 2007: -1

" Seattle Rulé 3-000 Rules adepted. "
S_eattle'l'\;u!é "5:002° Business license
requirements. - ISR B
Seattle Rule 5.007 Pena]!lies, o
Seattle Rl " '5-008  Recordkesping

requiremnents,
Seattle Rule 5-009 ations an tax .’
assessments.” - L
Seattle' Rule 5033 When' tax Liability -

arises.

Seattle Rula 5-034 Finanicé charges, car-
ing charges, interest: and penalties.

_Seattie Rule 5.037 Accounting meviiods.

.. - Seattle Rule 3-039 Einployees distir.. *
guished from persons engdging in business.

" Seattle Rule 3.042 Successor Hability.
" Seattle Kule 5-044'Value of produc

Ui
Seattle. Rule 5.084-Cr
debts, recoveries. L

Seattle Rule 3.065 Tax
nondeduetible: :-- . -

dit lossés. bad

deduétib]e_and

Seattle Rule  5-067  Accommodation
8. B R ,“ e vv'~
Seattle Rule 5-068 Pool purchases, .
Seattle Rule 5-125, Casual or igolated

* Seattle Rulé 5-275 Installizig, cledninz,
repairing or otheérwise altering or improving
personal property of congumers. SRR
;. Seattlé Rile’ 5:276 Construci ng and

Jrepeiring of new ar existing- buildings or
ather structures upon real property. | .

Seattle Rule :.’n-SOOVCoﬁpu:!er‘séﬂwére‘
Seattle Rule 5-500 Computer hardware.

Sesi!!e Rule 3-502 Taxafion of informa-
tion services and computer related sarvices,

Scattie Rule 5-804 Steffing businesses,
staffing services.- e

Seattle Rule 5-921 Exemptions. ded.ié.
tions and creditr available under the employ-
ee nours tax. .

PUBLIC-HEARING AND COMMENT:
The Department of Executive Administration
has scheduled a public hearing on the pro-
rosed rule changes for 1:00 n.m. to 3:00 p.m.,
on Monday, April 30, 2007. The hearing will
be held in a coaference room on the 40th floor
of the Seattle Municipal Tower. Suite 4088,
located at 700 Fifth Avenue. All interested
persons are invited to present data, views,
or arguments, with regard to the proposed
rules, orally at the hearing, or in writing at
or Lefore the hearing. ;

Written coinments should be mailed or
delivered to:

Departmeat o Executive
Administration Attn.: Mol McDonald,
Deputy Director Revenue and Concumer.
Affairs 700 Fiftk Avenue - Suite 4259
P.O. Box 34214 Seattle, Washington
98124-4214

The pubiic may inspect capies of the pro-
posed rules at the Revenue and Consumer
Affairs offices, 700 Fifth Avenue, Suite 4250,
If you would like a copy of the proposed rules,
please call (206) 253-0071, FAX (206) 684.
517C. email: rea.bizlictx@seattle.gov. or sub-
mit a written request to the address ahove,

Dwight D. Dively, Director,
Department of Finance

Date of publication in the Seattie Daily
dournal of Commerce, April 11, 2007.
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THE CITY OF SEATTLE

DIRECTOR’S RULE -
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANC e e e
RULE 5-804 - LA

Seattie Rule 5-804 Staffing business, staffing services. e Sl ‘.-\"\

(1) Introduction. This rule explains the business licensz tax responsibilities’ of businesses engaged
in the business of providing staffing services.

This rule contains examples that identify a number of facts and then state a conclusion. The
exampies should be used only as a general guide. The tax results ir: ail situations must be
determined after a review of all facts and circumstances.

(2) Definitions.

(a) Staffing business. “Staffing business” is a business engaged in the activity of previding
staffing services.
(b) Stiaffing services. "Staffing services" means services consisting of a parson:

(i) Recruiting and hiring its own employees to provide short term or temporary help
for others businesses and organizations;

(i} Finding other organizations that need the services of its employees;

(iii) Assigning its employees on a temporary basis to perform work at, or services for,
other organizations to support or supplerment the organizations' work force, or to
provide assistance in special work situations such as, but not limited to,
empioyee absences, skill shortages, seasonal workloads, or to perform special
assignments or projects, all under the direction and supervision of the client; and

(iv) Customarily attempting to reassign the employees to other organizations when
they finish each assignment.

(3) Business activities assigned by staffing businesses. Business activities generally assigned
by staffing businesses to its employess, include but are not limited to, services rendered with
respect to the following:

{a) Construction (both custom and speculative);
(b) Customer software design and implemantation;
(c) Manufacturing and light industrial activitics;
(d) Professional services including medical and clerical;
(e) Janitorial and repair services; and
(f) Other skilled and unskilled labor.
(4) Business license tax.

(a) The gross income received by a staffing business is subject to Seattle’s business license
tax, and possibly Seattle’s utilities tax. The appropriate business license tax classification
is determined by the activities that the employee engages in for the staffing business’
client. Itis the staffing business’ responsibility to determire or identify the appropriate
busiriess licerise tax classification prior to dispatching its employee to its client and to
repor’ ‘o the Direstor accordingly.
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- (b)

(c)

THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-804

The staffing business shouid ot assume that they should report its employee’s activities
under the same classification under which its client reports. [t is the activity of each
employee and the employee’s relationship to the client or consumer that determines the
tax classification, not the client's reporting classification.

When an assigned employee provided dy a staffing business to a client provides more
than one activity then the fallowing applies:

@
(i)

(iii)

(iv)

v)

(vi)

(i)

(ih)

(iif)

The different activities may be taxable under separate tax classifications.

if the sfaffing business separates the amounts it charges the client by activities,
the separated charges are reported under the appropriate tax classifications.

If the staffing business does not separate its charge to the client, the charge is
reported under the classification of the predominant activity.

For purposes of this rule, “predominant activity” for two employea activities is
when more than 50% of the worker's time is spent working in one tax classified
activity.

For purposes of this ruie, “predominant activity” for more than two employee
activities is the activity at which the employee spends the greatest amount of
time.

When two or more employees engaged in different activities are assigned to nne
client, the charge for each employee is reported based on the predominant
activity of each individual employee. .

‘ Examples.

A business operating a retail store is taxable under the retailing tax classification.
If the staffing business provides a receptionist for the retail store's office, the
gross income received for the receptionist’s services is subject to the service and
other business activities classification. The service and other business activities
classification applies because the receptionist is not providing retailing services.

A staffing business supplies an employee to help a prime construciion contractor.

If the employee provides construction and repair services to repair the
contractor’s building then the activity would be retail and the staffing business
must report under retailing. If the employee provides construction and repair
service to repair a building that the contractor is repairing for another person then
the activity would be reported under the wholesaling classification.

The assigned employee in (ii) above has a commercial driver's license and is
only occasionally required to drive the client's truck within Seattle to pick up a
foad of gravel (an activity subject to the service and other business activities
classification). The employee also spends about one hour per day helping in the
office. The predominant activity is the wholesaling activity of performing
construction work because the greatest amount of time is spent performing
wholesaiing construction work. The staffing business has not segregated
charges tor the other lesser activities. In this case, the staffing business reports
the gross amount charged to the »~"ant under the wholesaling classification.

‘JOILON
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(5)

(6)

THE CITY OF SEATTLE
DIRECTCR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-804

(iv) Same facts as in subsection (i) above, except the staffing businass also
provides a receptionist to the client (general contractor.) As demonstrated in
subsection {iii), the staffing business is subject to the wholesaling tax on the
gross amount charged to the client for work done by the employee engaged in
construction work. However, the staffing business is subject to the service and
other business activities tax classification on the gross amount charged to the
client for the receptionist's work. The service and other business activities tax
classification is the proper classification notwithstanding the client reports undar
the wholesaling classification for its construction activities.

Exemptions and Deductions. SMC 5.45.000, SMC 5.45.100, and SMC 5.48.070 provide
limited exemptions and deductions frorn Seattle’s business license tax and utility tax. The
requirements of each specific exemption or deduction must be met to quatlify for the axemption or
deduction.

Bad debts on which tax has been paid and which have been written off for federal tax purposes
may be deducted from the gross income for business license tax purposes.

Exemptions, deductions, and special tax rates that may appiy to the client do not automatically
alsc apply to the staffing business. For exarnple, gross income received by licensed nonprofit
adult family homes is exempt from the business license tax. However, the gross income received
by a staffing business from assigning a health care worker to the licensed nonprofit adult family
home is fully taxable under the service and other business activities classification of the business

license tax.

A staffing business cannot deduct gross income it receives for employee payroll expenses. Its
employees are in fact its employees and they are not independent contractors working for the
staffing business's clients. (Refer to Seattle Rule 5-039.) Bona fide advancements or
reimbursements may be deducted pursuant to SMC 5.45.040 C.

Documentation. The staffing business must keep documentation showing what services its
assigned employees performed. All available information should be recorded concurrentiy with
the assignment of the employee and the charge for the service. Itis important that the client's
Jak _r and skill requirements are detailed upfront as much as possible prior to dispatch.

Documentation may be in the form of a copy of a client order or other documented request by a
client for an employee. The documentation must state the specific work to be performed, and/or
the employee skills requested by the client. [f the client's request comes in by telephone, the
staffing business should ask exactly what type of services are required and write them down on
an order form, or as a memo to the client's file. The employee can also provide a written
explanation of the services actually performed. Documentation to support the business license
tax classification must be sufficiently detailed to support the classification reperted. If,
subsequent to filing a return, it is later determined that income has been incorrectly classified,
amended returns should be submitted to the Director to make the appropriate adjustment.

Effective: May 15, 2007.
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THE CITY OF SEATTLE
DIRECTOR’S RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
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CIRECTOR'S CERTIFICATICN

| Dwight D. Dively, Director of the Department of Finance of the City of Seattle, do hereby certify under
penaity of perjury of law, that the within and foregoing is a true and correct copy as adopted by the City of
Seattle, Department of Firance.

DATED this _I"™_day of May, 2007.

CITY OF SEATTLE,
a Washington municipality

By: == iﬁ% i

Dwight D. Dively, Director —
Department of Finance
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Affidavit of Publication

The undersigned, on oath states that he is an aufhorized representative of The Daily Journal of

Comumerce, a daily newspaper, which newspaper is a lzgal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now
2nd during all of said time was printed in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12 day of June, 1941, approved as a legal
newspaper by the Superior Court of King County.

The notice in the exact form annexed, was published in regular issues of The Daily J ournal of

Commerce, whick was regularly distributed to its subscribers during the below stated period. The annexed
notice, a

CT:NOTICE PROPOSED RULE
was published on

04/11/07

The amount of the fee charged for the foregoing publication is the sum of $ 139.50, which amount
has been paid in full.
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St. 2 of Washington, King Cou...

- _City of Seattle

NOTICE OF PROPOSED RULE
: .. .MAKING HEARING

AND OPFORTUNITY TO COMMENT

The Director of Finance. - cting under the
authority of Sesttle Municipa, Code Chariters

,?.02| and 5.53, propoess to adopt new rules fur -

E the Sesttle B License
Tax Ordinance {Seattle Municipal Code,
Chapter 5.45). Piease note that although
thase rules dre applicable to SMC 5.45. the
individual rides may also apply to other chap-
ters of the City's Tax Cade, including, but

not limited to, SHC 3.30 {Definitions), SMC

5.32 (Revenue Code), SMC 5.25 {Commercial
Parking Tax), SMC 5.37 {Emplovee Houws
Tax), SMC 5.40 (Admissions Tax), SMC
5.48 (Business Tax - Uciliti . SMC 5.52
{Gambling Tax), and SMC 3.535 (General
Administrative Provisions). The following
rules are proposed for adoption ‘and wil]
become effective as of Liay 13, 2007

" Seattle Rule'5-000 Rules adapted.
Seattle Rule 5~0'02x }yj‘usine‘ss‘ license

requirements, : .
Seattle Rule'5.007 Penalties, *

Seattle Rule 5-008 ‘Recordkeeping'

requirements.- -

Seattle Rule 5.009 Lix
assessments, « s

.- Seattle Rule 5.003 When' tax liability

arises, |

_Seattle Rule 5.034 Finance charges, car- -

rying charges, interest, and penalties. *

Seattie Rule 3-097 Accounting methods. °
Seattle ‘Rule’ 5039 Ei’nployeés distin.
ished from p gaging i business. !

Seattle Rule 5-042 Successor ll;ai)jlity.

Seattle Rule 5-044'Vs uebfr{ro{ilx'ct_s‘ :

Seattle Rule 5.064. ¢ edit losses. bad
debts, recovaries, : : S

Senttle Rule 5-065 Taxes, d<*ﬂuc§ibie and
nondeduetible, -5 5 - T LT T -

Seattle Rule 5.067 Accommodation
saies. T ERE R R T

eattle Rule 5-C68 Pool purchases,
lSeuule Rule 5-125-Casuai or isolated
ales, .. . o N

* ' Seattle Rule 5.275 Instaliing, cle. g,

——————— repairing or otherwise altering or imprg ing
persanal property of consumsrs,
- Seattle Ruls 5-276 Censtru and

i
reﬂairing of new or axisting buildings or
ot .

er structures upon real property.
Seattle Rule 5-500 Cpmpuler software.
Seattle Rule 5-501 Cén?puger hardware,

Seattle Rule 5-502 Taxation of informa-
tion services and computer related services.

Seattle Rule 5.804 Staffing businesses,
staffing services. T it

Seattle Rule 5.921 Exemdpticns, deduc-
tions and czedits available un, er the employ-
ee hotirs tax. | .

PUBLIC HEARING AND COMMENT:
The Depc stment of Execut; ini: i
has scheduled a public hearing on the pro-
posed rule changes for 1:00 D to3:00p.m.,
on Monday, April 30, 2007, The hearing wilj

held in a conference room on the 40th flocr
of the Seattla Municipal Tower, Suite 4098,
located at 700 Fifth Avenye, All interested
persons are invited to present dita. views,
ar arguments, with regard to the proposed
rules, orally at the hearing, ot in writing at
or befere the hearing.

Written comments should be mailed or
delivered to: .

Department of -  Exscutive
Administration Aitn.: Mel McDonald,
Deputy Director Revenue and Consumer
Affairs 700 Fifth Avenue - Suite 4250
P.O. Box 34214 Seattle, Washington
98124-4214 )

The public may inspect copies of the pro-
posed ruixs at the Revenue and Consumneér
Affairs offices, 700 Fifth Avenue, Suite 4250.
If you wauld like a capy of the proposed rules,
please «all (206) 233-0071, FAX {2086} 684-
5170, email: rea.bizlictx@seattle.gov. or sub.
mit a written request to the address chove.

Dwight D, Divaly, Director,
Department of Finance

Data of publication in the Seattle Daily
Journal of Commerce, April 11, 2007.
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THE CITY OF SEATTLE
DIRECTOR RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-921

tax. N T

Introduction. Effective July 1, 2007, an employee hours tax is imposed on persons engaging in
business activities within Seattle. This rule explains the exemptions, deductions, and credits
available to businesses when computing and reporting the employee hours tax.

Definitions. For purposes of this rule and SMC chapter 5.37 the following definitions apply:

(a) “Carpool” means two or more persons over the age of 16 who live and work near one
another or shiare at least 50% of a comron route to and from work.

(p) “Commute Trip Reductien (CTR) Law”. RCW 70.54.527 and SMC 25.02 provide state
and local requirements for certain employers to develop, implement and promote
programs that reduce the number of SOV (as defined below) commutes made by their
employees.

{c) “Employee” means any person who performs work, labor, or services for a business and
is on the businesg’ payroll, and who performs any part of their duties within the City of
Seattle. This includes all full-time, part-time, and temporary employees or workers on the
business’ payroll. A business’ payroll includes the payroli of any related company that
acts as a paymaster for the relaied entities.

(d) “Ernployee hours” means all paid heurs credited to the employee including any overtime,
but does not include paid vacation and paid sick leave hours.

(e) “Full-time employee’ means an employee who works at least one thousand nine hundred
and twenty (1,920) hours in a calendar year.

(f) “Nori-motorized commute modes and work practices” means commuting by bicycle,
walking, using compressed work weeks, participating in tele-working, or ‘exible
schedules that reduce the number of commutes.

(9) “Part-time employee” means an employee who works less than one thousand nine
hundred and twenty (1,920) hours in a calendar year.

(h) "Payroll” means the regular remuneration by a business to the individuals who perform
work, labor, services, or make other similar contributions for the business. Payroll
includes, but is not limited to, salaries, wages, or other draws or distributions made to
employees, officers, partners, or members of Limited Liability Companies and
Professional Limited Liability Companies as compensation for their labor and services.

(i) “Single-Occupancy-Vehicles” or ("SOV”) means a motor vehicle occupied by one (1)
employee for commute purposes, excluding motorcycles.

)] “Statistically significant commuter survey” means resuiis of a survey of employee

commutes administered as prescribed, us'ng an instrument approved or provided by the
City, County, or State, and data that was tabulated and summarized independently.

k) “Vanpool” means a passenger var that 1s registered with a state, regional or local transit
agency program that is usad to transport five (5) or more persons to and from work.

Exemptions from the employee hours tax. The following are exempt from the employee hours
fax:

o1-
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THE CITY OF SEATTLE
DIRECTOR RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE 5-921

(a) Any business having annual woridwide gross income of fifty thousand dollars ($50,000)
or less.

(b) Businesses that are preempted from taxation by cities pursuant to federal or state
statutes oi regulations, including, but not limited to, the foliowing:

0] Insurarice businesses and ineir agents as defined by the Revised Code of

: Washington (RCW) 48.01.050 and 48.17.010, respectively, and whose iotal
revenue is exempt from the business license tax per Seattle Municipal Code
(SMC) 5.45.

(ii) Businesses that only sell, manufacture, or distribute motor vehicle fuel as defined
in RCW 82.36.010 and exempted under RCW 82.36.440.

(iii) Businesses that only distribute or sell liquor as defined in RCW 66.04.010 and
exempted in RCW 66.08.120. :

(iv) Federal and state government agencies and subdivisions (except the City of
Seattle).

Businesses listed in (i), (i), and (jii) and other such businesses may conduct activities not
preempted by federal or state statutes or regulations. Employees of such businesses
engaged in nc-preempted activities shail have the applicable portion of their hours
subject to the emplnyee hours tax.

(c) Persons employing domestic servants or gardeners, maintenance or repair persons in or
around a private home.

(d) Religious or charitable organizations enyaging voiunteers and other persons to provide
services in return for cnly aid or sustenance.

Non Single-Occupancy-Vehicie Deductions. When computing the employee hours tax, a
business may deduct the number of hours {(or nurnber of employees if using the alternative full-
time equivalent calculation method) for those employees who use alternatives to driving alone
(SOV) as their regular ccmmute mode cof transportatic = For purposes of calculating this
deduction, “regular’ means 80% or more of their commute trips. When computing the 80%

requirement, a telecommuting day or a day working at home will count as one roundtrip commuite.

Any employee not meeting the 80% requirement will have all work hours included in the tax due
calcuiation. Likewise, any employee who meets the 80% requirement will have all work hours

deducted frorn the tax due calculation.
Examples of aiternatives to the SOV commute mede cf transportation include:

(a) Public transportation such as buses {metro and community transit), light rail, and trains
(Sounder),

(b) Registered vanpools;
(c) Carpools; and

(d) Non-motorized commute modes and work practices.
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THE CITY OF S¥ATTLE
DIRECTCOR RULE

IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RuLE 5-92}

Proof of deduction. In order to obtain the non-SOV deduction, an eraployer must retain proof of
its employees’ use of alternative commute modes of transportation, including but not limited to,
information to substantiate the 80% commute trip requirement to meet this deduction.

The following are examples of the types of informaticn that an employer can use to substantiate
the deduclions claimed: - .

(a) Records of public transit pass purchases by the employer &nd/or empiovc=. ‘hese may
in the form of payroll records of employee deductions or records of the emjisyesr's
purchase of public transportation fare media.

{b) Records of carpool and vanpool registrations and applicable employee deductions.

{c) Raw data and reports from statistically significant commuter suv »v= performed within
two years of the claimed deduction, such as the Commuter Trip Reducion Law survey,
which includes instruments and reporis provided by the State of Washington.

(d) Tax records used to satisfy the IRS for deductions or credits claimed from federal taxes
for providing transportation benefits.

(e) Employee ceriification of commute mode. Certification forms must state that the
employee qualifies for the non-SOV deduction by using an altetative cummute mode(s),
as detailed in section 4 of this rule, eighty (80%) or mare of the time. The certification
form must also indicate the fype of alternative commute maode(s) usad and must be
signed by each employee who qualifies for the deduction.

Tax credit availuble. Pursuant to SMC 5.37.030 G a business reporting an empicyee hours tax
shall be entitled to a redit of up to fifty dollars ($50.00) frorn the amount of the tax due for each
year. No credit shall be more than the amount of the tax owed for each tax year.

2007 partial year. The employee hours tax is only appiicabla afier July £, 2007, therefore
inciude only those hours worked after July 1 to compute the employee hours tax for 2007.
Muitiply the number of hours by $.01302. If using the slternative full-time equivalent czlculaticn
method, divide the ernployce hours worked afier July 1 by 950 hours rather than th= 1920 hours
that would he used for a full year's computation. For 2007 only, muitiply the resulting full-time
equivalents by $12.50.

Examples. The following examples identify a number of facts and then state a conclusion.
These examples shouid be used only as a general guide. The tax status of each sit'-ation must
be determined after a review of all of the facts and circumstances.

(a) XYZ Corp. has more than 200 employees and participates in the Commuter Trin
Reduction (CTR) program. As a requiremsnt of the CTR program, #i2 company must
survey its employees to find out how they commute to work. Tha survey compieted by
the employees rnay suffice as proof of how many employzes qualify for the deduction for
mass transit or an alternative mode of transportaticn as fisied above.

(b) ZZ Corp. purchases bus passes for any empioy=e who takes the bus to and from work.
The number of bus passes purchased may be used as proof for the deduction. ZZ Corp
also has 20 employses who walk or ride bikes to and from work. ZZ Corp may have the
employees sign a statement that they use an alternative human per~ared mods of
transportation as proof for the deduction.
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THE CITY OF SEATTLE
DIRECTCR RULE

IMPLEMENTING SEATTLE RUSINESS TAX QRDINANCE
RuULE 5-92:

KLM Corp. has 200 employees. 100 employees commute to work in SOVs. 75 other
employee: have documentation that thev take some sort of public transportation (bus,
light rail, tra n or register vanpool) and meet the 80% comraute trip requirement. An
additionai 15 employees have certified that they walk or ride their bikes to work for at
least 80% of their commuies. The remaining 10 ernployees take public transportation,
bike, or participate in telecommuting, or compress their work-week schedule, however,
they do not meet the 80% requirement. KI_M Corp owes the empioyze hours tax on the
hours of the 110 employees wh.o do not qualify for the deduction--multiplied by the per
hour rate, or if KLM Corp is using the alternative “per employee calculation” then 110
employees do not qualify for the deduction, or 110 times $25. A credit of $50 would be
available to KLM Corp, and deducted from the tax owing. Using the alternative “full-time
equivalent” calculation me: 10q:

Total no. of employees. 200
Employees who commute using a qualifying 90
transportation mode and are eligible for the non SOV
deduction.
Ineligible employees. 110
Employee hours tax due befcre credit. $2,750
(110 X $25)
Employee hours tax due after $50 credit. $2,700

- ABC Corp. has 100 full-time employees and 25 part-time employees. 50 of the full-time

employees commute to work in SOVs. The totai work hours of these 50 employ=es totals
100,000 hours. The other full-time employees can document ihat they use public
transportation, vanpools, carpools, or by using non-motorized commutes and work
practices 80% of the time and are therefore, eligible for the non SOV deduction.

Of the 25 part-time employees, 5 can show that they commute at ieast 80% of their
commutes using public transportation, vanpools, carpools, ncn-motorized commute
modes, or qualifying work practices. The empiovee hours from these 5 part-time
employees are deducted wiien comiputing the employee hours tax or when computing the
alternative fuli-time equivalent calculation method. 5 employee “heads” would be
deducted. The rest of the part-time employees do not meet the 80% requirement. The
total work hours of these ineligible part-ime employees totals 10,750 hours.

To compute the tax for these 20 non-qualifying part-time employeas, ABC Corp would
multiply the 10,750 hours by the $.01302 tax rate {$139.97). Using the alternative
calculation method, ABC Corp would divide the 16,750 by 1,920 hours to calculate the
number of full-time employee equivalents (5.6 employees) and then round up to the
nearest whole number (6) and mulliply that number by $25 ($150).

The tax on the 7ull-time employees would be the total number of hours worked by those
50 empioyees commuting in SCVs (100,000), multiplied by the $.01302 tax rate ($1,302),
or 50 employees multiplied by $25 if using the alternative method ($1,250). A tax credit
of $50 is deducted by ABC Coip tc arrive at their total tax liability. The tax celculations
would be as follows:

0] Empioyee hours tax calculation method.

4.
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THE CITY OF SEATTLE
DIRECTOR RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RyLES-921
Totat No. of employees. 100 fuil-time
25 part-time
Employees ineligible for the non SOV deduction. 50 full-time
20 part-time
No. of work hours subject to tax -- 50 full-time 100,000 hours
20 part-time 10,750 hours
Employee hours tax due before credit

(110,750 hours X $0.01302) $1,441.97
Employee hours tax due after $50 credit. $ 1,391.97

(i} Alternative “full-time equivalent” calculation *neth ..

Convert ineligible part-time employees to fuli-ti .+

employee equivaients (FTEs) and round up to thz
nearest whoie number. 10,750/1,920 =6
No. of ineligible full-time employees. 50
Total No. of ineligible employees. 50 +6 =56
Employee hours tax due before credit 56 X $25 = $1,400
Employee hours tax due after $50 credit. $1,550

Tax difference between calculation (i) and (ii) results from the number of hours worked by
50 full-tirne empi.yees being more than 1,820 work hours per employee (2,660 per full-
time employee). Method (ii) assumes a 1,920 work hours per year ($256/$0.01302).

In 2007, the MMM company had 25 full-time employees that were ineligible for the non
SQV deduction and therefore all of their work hours were subject to the employee hours
tax. After July 1, 2007, these 25 workers worked a total of 25,500 hours, exaluding
vacation time and sick leave. The tax calculations would be as foilows:

(i) Employee hours tax calculation method.
25,500 hours multiplied by $0.01302 = " $332.01
Employee hours tax due affer $50 credit. ' $282.01
(in) Alternative “full-time equivalent” calculation method.
25,500 hours divided by 960 hours (rounded up) = ‘ 27 FTEs
27 FTEs multip'ied by $12.50 = $337.50
Employee hours tax due after $50 credit. $287.50

Acme Company is a small business with an owner (sole proprietor) and two part-time
employees working in the company. Acme's worldwide gross revenues for 2009 were
$80,000, which is more than the minimum threshold of $50,000. The owner worked fuli-
time (2,600 hours), and the two part-time employees worked a total of 2,570 hours,
excluding vacation and sick leave hours. The owner commutes by bus to work and
meets the 80% commute trip requirement, however the part-time employees drive their
S0V/s and are ineligible for the non SOV deduction. The tax calculations would be as

follows: -
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THE CITY OF SEATTLE
- DIRECTOR RULE
IMPLEMENTING SEATTLE BUSINESS TAX QORDINANCE
RuULE 5-921

(i) Employee hours tax calculation method.

2,570 hours multiplied by $0.01302 =
Less cradit of up 1o $50
Employee hours tax due.

(i) Alternative “full-time equivalent” calculation metnod.

2,570 divided by 1920 (rounded up) =
2 FTE muitiplied by $25 =
Less credit of up to $50 tax owing

Employze hours tax due.

Effective: iiay 15, 2C07.

$33.46
($33.46)
$0

2FTE
$50
(850)
$0
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THE CITY OF SEATTLE
DIRECTOR RULE
IMPLEMENTING SEATTLE BUSINESS TAX ORDINANCE
RULE §5-921

DIRECTOR'S CERTIFICATION

1 Dwight D. Dively, Director of the Department of Finance of the City of Seattle, do hereby certify under
penalty of perjury of law, that the within and foregoing is a true and correct copy as adopted by the City of
Seattle, Department of Finance.

DATED this {4 day of May, 2007.

CITY OF SEATTLE,
a Washington municipality

Dwight D-Bively, Director\_)

Department of Finance
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STATE OF WASHINGTON - KING COUNTY

--§8.

209880 No. MAKING HEARING

CITY OF SEATTLE:REVENUE &
' Aftidavit of Publication

The undersigned, on oath states that he is an zuthorized representative of The D-ily Journal of
Commerce, a daily newspaper, which newspaper is a legal newspaper of general circulation and it is now
and has been for more than six months prior to the date of publication hereinafter referred to, published in
the English language continuously as a daily newspaper in Seattle, King County, Washington, and it is now
and during all of said time was printed in an office maintained at the aforesaid place of publication of this
newspaper. The Daily Journal of Commerce was on the 12% day of fune, 1941, approved as a legal

newspaper by the Superior Court of King County.

The notice in the exact form annexed, was published in regular issues of The Dzily Journal of
Commerce, which was regularly distributed to its subscribers during the below stated period. The annexed

notice, a
CT:NOTICE PROPOSED RULE
was published on

04/11/07

The amount of the fee charged for the foregoing publication is the sum of $ 139.50, which amount
paid in full.

W . 4

SRR A,
N e\...--g\ss\ﬂﬂ Q,;e.,é‘ %,

L % 2 Subscribed and sworn re me on

{9 wetaRy %y %

iS e L 2 :

§ e ; = 04/11/07 't / .

PO T A A T #

hon 0 SSS NS /
el 28, WS Notary public foi the Stateof WasHington,

””I}b 0"'""{5‘3\«;\ 3 réﬁ@g)l Seatt Z

Affidavit of Pabligalinmn®

-

JHL 40 ALMVND 3HL OL 3NG SI &
S37 81. INVAA SIHL NI INSWN20Q JHL i

‘3OILON

- "LNIWN20Q

JOILON SIHL NVHL V310 S




- - i
3 » !
City of Seatile
9 NOTICE OF PROPOSED RULE
- .MAKING HEARING B
AND OPPGRTUNITY TO COMMENT
The Director of Fipance, acting under the

E authority of Seattie Municipal Code Chapiers
o 8.02and 5.55, proposes to adopt new rules fur -
impiementing the Seattle Business License X

. ; Tax Ordinance (Seattle Municipal Code,
LV - Chapter 5.45). Please mote that althcuﬁh
R these rules are applicable to SMC 5.45, the
individual rules may also apply to other chap-
ters of the City's Tax Code, Including, but
not limited to, SMC 5.30 (Definitions), SMC
5.32 (Hevenue Code). SMC 5.35 (Commercial
Parking Tax), SM© 5.37 (Employee Hours
Tax), SMC 5.40 (Admissions Tax), SMC
5.48 (Business Tax - Ut es), SMC 5.5°
(Gambling Tax), and 8MC 5.55 (Generzl
dministrative Pravisions), The Jollowing
rules are proposed for adaption ind will
become effective sg of May 15, 2007: 05+ -

" Seattle Rule':’x-OVOOVRu‘]e's adopted. :

requirements.
Seattle Rule 5-007 Penalties’ ~
Seattle Rule .5.008 VHecérldkeeping

requirements, i B

Seattle Rule 5-009 Limitations ‘on tax

B essesgments. ~ - T AR
Seattle Rule 5-033 Vhen' tax | bility *

ariges, iy et I

H . Seattle Rule 5.024 Finance charges, car- >
H rying charges, interest; and penaliies. -
" Seattle Rule 5.037 Accounting methods, =

Seattle Rule 5-039 Employeer distin-
guished from persons engaging in business,

Seattle Rule 5- 042 Succéémi liability, -
H Seattle Rule 5.0

; Seattle Rule 5.
' debts, recoveries. -

Seattle Rule 5.065 Taxes, de
[ nondeduetible, - -

Seattle Rule 5.067 " Accommodation
saies. B Tl

4 Value 9fpro§uc‘ts. ;

Seattlé Rul; 5-068 Paol purchases, . .
Seattle- Rule 5-125 Casual or isolated -
sales. . . P g :

<" Seattle Rule 5.275 Iestalling, iedning, *
T repairing or atherwise aitering or improving
‘personal property ofcon’qumers: i

Seattle Rule 5:276 Constmciiﬂg and
;regain’ng of new_or existing buildings or
other structures upon real property,

Seattlé Rule 5.500 CO?;]PU(E“Y"SO"!W;H‘E.
Seattle Rule 5-501 Computer hardware.

Seattle Rule 5.502 Taxation of informa. .
tion services and computer related services.

Seattle Rule 5:804 Staffing businesses,
staffing services, o B

Seattle Rule 5-821 Exem tions, deduc-
tions and credits availabla under the emglay-
ee hours tax. . B

PUBLIC HEARING AND COMMENT:
‘The Department of Executive Administration
has scheduled a public hearing on the pro-
pused rule changes for 1:00 p.m.to 3:00 p.m.,
on Mondny, April 30, 2007. The hearing will
: be held in & conference room on the 40th floor
} of the Seatt}.: Municipal Tower. Suita 4096,
H Incated at 700 Fifth Avenue. A} interested
persons are invited to present date. views,
ur arguments, with regard to the proposed
rules, orally at the hearing, or in Writing at
, or before the hearing, * i

Written comments should be ragiled or
delivered to: .

Department of Executive
Administration Attn.: Me] McDonald,
Deputy Director Revenue and Consumer
Affairs 700 Fifth Avenve - Suite 2250
.0. Box 34214 Sesttle, Washington
‘ 98124-4214 .

The public may inspect copies of the pro-
posed rules at the Revenus and Consumer
Affairs offices, 700 Fifth Avenue, Swite 4250,
If you would like a copy of the proposed rales,
please call (206) 233.0071., FA. {206) 684-
5170, email: r':a.hizlictx@seanle.gov. or sub-
mit a written request to the address ahove.

Dwight . Dively, - - Directar,
Department of Finance

Date of publication in the Seattle Daily
Journal of Commerce, April 11, 2007.
4111(2098°0)

St:e of Washington, King Cou

. - Seattle Rule §-002 Blrg.sin'eVs’S license
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